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The Pragmatic Basis of Keynes’s Political Economy* 


LTHOUGH we still live in the shadow of the years between the First 
A and the Second World Wars, already it seems quite clear that future 
historians of economic thought will regard John Maynard Keynes as the 
outstanding economist of this turbulent period. As one writer has recently 
said, “The rapid and widespread adoption of the Keynesian theory by con- 
temporary economists, particularly by those who at first were highly critical, 
will probably be recorded in the future history of economic thought as an 
extraordinary happening.”’* Book after book by leading economists acknowl- 
edges a heavy debt to the stimulating thought of Lord Keynes.” The younger 
generation of economists, especially those whose thinking matured during 
the great depression of the thirties, have been particularly influenced by 
him. 

If the influence of Lord Keynes were limited to the field of technical 
economic doctrine, it would be of little interest to the world at large. How- 
ever, practical economic policy bears even more deeply than economic theory 
the imprint of Keynesian thought. The economic policies of the American 
New Deal are essentially Keynesian. President Truman’s message to the 
special session of Congress following the end of the war indicates a con- 
tinued acceptance of the Keynesian philosophy of government intervention, 
public works, and other forms of public spending to fill the gaps in the 


*I am indebted to Dr. Allan G. Gruchy of the University of Maryland and to Dr. Leo 
Rogin of the University of California for valuable suggestions in the preparation of this 
article. 

* Otto von Mering, “Some Problems of Methodology in Modern Economic Theory,” The 
American Economic Review, XXXIV (1944), 87. 

2 See, for example, the recent books and other writings of J. W. Angell, A. H. Hansen, R. F. 
Harrod, R. G. Hawtrey, J. R. Hicks, M. Kalecki, A. P. Lerner, A. R. Marget, J. E. Meade, 
A. C. Pigou, D. H. Robertson, and Joan Robinson. 
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private-enterprise economy. The postwar policy of the British coalition 
government announced in the White Paper of the Ministry of Reconstruc- 
tion in 1944 is also a Keynesian program, although the socialization pro- 
gram of the British Labour party is not. The purely economic aspects of the 
Hitler regime in Germany bore the stamp of Keynesian “deficit financing,” 
although it must be added with dispatch that Keynes would be the last to 
condone Nazi social and military policies. It appears likely that the drift of 
most of the nonsocialist world will be in the direction which Lord Keynes 
charted during the period between the two wars. 

The following discussion will trace the development of Keynes’s thinking 
during the period in which he accepted the orthodox principles of economics ; 
show why he changed from an orthodox to an unorthodox economist ; and 
indicate that the continuing purpose of Keynes’s work, both when he was 
orthodox and after he became unorthodox, was to buttress political liberal- 
ism with new economic programs. The net outcome has been a new political 
economy with which to fortify his most recent and far-reaching program of 
social reform. The general thesis of the following discussion is that Keynes 
changed from a classical to an anticlassical economic theorist because of a 
change in his ideas about economic policy.* His anticlassical economic the- 
ory is derivative from his practical position, which may be characterized as 
an attack on financial capitalism and a defense of industrial capitalism. 

The framework of interpretation for this thesis attributes to Keynes a 
dualism between the financial and the industrial aspects of modern capital- 
ism. The terms “financial” and “industrial” capitalism are not used by 
Keynes, but they may be approximately identified with his distinction 
between “finance” and “industry” or between “financial circulation” and 
“industrial circulation,” as Keynes employs these categories in his Treatise 
on Money. Keynes defines “finance” as “the business of holding and ex- 
changing existing titles to wealth, .... including Stock Exchange and Money 
Market transactions, speculation and the process of conveying current sav- 
ings and profits into the hands of entrepreneurs.” He defines “industry” as 
“the business of maintaining the normal process of current output, distribu- 
tion and exchange and paying the factors of production their incomes for the 





* Throughout this article I have used the terms “classical economics” and “classical econo- 
mists” in the sense in which Keynes uses them in his General Theory of Employment, Interest 
and Money (London: Macmillan and Company, 1936). He defines the classical economists as 
the followers of Ricardo, including among others J. S. Mill, Alfred Marshall, and A. C. Pigou. 
As Keynes points out, this is not the original meaning of the term “classical economist.” 
Nevertheless, in discussing Keynes’s thinking, his terminology serves the purpose of distin- 
guishing Keynes’s economics from the orthodox, traditional principles of economics. 
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various duties which they perform from the first beginning of production to 
the final satisfaction of the consumer.’’* In the General Theory the dichot- 
omy between “industry” and “finance” reappears in the form of a distinction 
between Mj, or money held to satisfy the transactions and precautionary 
motives (industry), and Mo, or money held to satisfy the speculative motive 
(finance). 

As long as Keynes remained an adherent of the general classical tradition 
and was preoccupied with short-run problems, he had no occasion to develop 
a theory of capitalism. In his later thinking, however, he began to question 
aspects of the fundamental structure of capitalism, even to the point of fore- 
seeing as a condition of its survival the disappearance of all rentier capital- 
ism. In these later writings, especially the General Theory, the ever present 
distinction between “finance” and “industry” became the framework for his 
fragmentary theory of capitalism. Even in these later stages of his thought, 
Keynes did not-develop a theory of capitalism in the self-conscious sense in 
which Sombart or Marx or Veblen developed theories of capitalism. The 
chief task of the following section is to trace the development of Keynes’s 
early thinking in terms of the distinction between “finance” and “industry.” 


I 


What has become known as the “Keynesian” position has not always 
represented the views of the man whose name it now bears. Keynes reached 
his later position only after a long period of development in his theoretical 
as well as his practical attitude. In order to understand fully the nature of 
Keynes’s thinking, it is necessary to trace the course of his development 
from a purely monetary theorist and reformer to a general theorist and gen- 
eral social reformer. On the one hand, Keynes’s views on policy changed 
rather gradually and his later position represents an accentuation of his 
earlier views. On the other hand, Keynes’s views on theory changed rather 
abruptly. A sharp break with the older general theory came between the 
publication of his Treatise on Money in 1930 and his General Theory of 
Employment in 1936. The crisis years of the early thirties marked the occa- 
sion for the sudden transition in his general theoretical position. 

A word should be inserted concerning the nature of Keynes’s challenge 
to traditional economics. He has not questioned the method or the scope of 
classical Anglo-Saxon economics. His challenge is rather to the content, that 
is, the assumptions, of the classical doctrine. Specifically Keynes contends 





“(New York: Harcourt, Brace and Company, 1930), Vol. I, chap. xiv, “The Industrial 
Circulation and the Financial Circulation.” 
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that his theory is a general theory of employment of resources, whereas the 
classical theory pertains only to a special case, the case of full employment. 
Critics of the classical conception of the appropriate method and scope of 
economics will not find the Keynesian general theory satisfactory, even 
though they may feel it is an improvement over the classical position. How- 
ever, if the matter is viewed pragmatically, in a manner which takes as 
fundamental the relation between theory and policy, Keynes’s new depar- 
ture has been quite as useful in challenging the old tenets of economic policy 
as a challenge directed at method and scope could have been. It seems clear 
that the greatness of Keynes’s work lies in its impact on economic policy. 
No one, I believe, has contended that it is a logically perfect and complete 
system of economic theory. 

Keynes was not the cloistered scholar that many, if not most, of his fellow 
economists have been. In his preoccupation with the world of affairs as well 
as with the world of theory, he found it necessary to divorce himself from 
the orthodox tradition and, in the process of estrangement, was led to a 
position which has long and interesting antecedents. This is, as Keynes 
partly recognized, the tradition of the monetary heretics such as Silvio 
Gesell, Proudhon, the Ricardian socialists, the mercantilists, and even of the 
canonists, with their strictures against taking interest.’ 

Keynes’s early opposition to orthodox monetary theory is evident in his 
first important publication, Indian Currency and Finance (1913). This 
work was essentially an attack on the report of the British Fowler Com- 
mittee of 1898, which had recommended the adoption of the gold standard 
for India.’ Though /ndian Currency and Finance is for the most part a tech- 
nical treatment of a special problem, Keynes draws certain conclusions 
which have terms of reference much broader than the problem of Indian 
currency and finance. He was impressed by the uneconomic consequences to 
India of her propensity to hoard great stores of gold and silver.’ At the time 
(1913), the price levels of western Europe were being prevented from a rapid 
increase only because India—the “sink of precious metals” —was absorbing 
large amounts of gold, which was flowing in great quantities from newly 
opened mines, especially those of South Africa where production had reached 
its zenith about 1913. Consequently the gold standard was not working so 
badly in Europe. However, Keynes warned Europe not to continue to leave 





5 The New Republic, LXXXII (1935), 35. 

* (London: Macmillan and Company, 1913), p. 99. 

*Cf. Report of the Royal Commission on Indian Currency and Finance (London: His 
Majesty’s Stationery Office, 1926), I. 
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“the most intimate adjustments of our economic organism at the mercy of a 
lucky prospector, a new chemical process, or a change of ideas in Asia.”® 
These ideas regarding Indian currency and finance foreshadow Keynes’s 
later stress on hoarding as a brake on economic progress and on his prefer- 
ence for a managed currency instead of the “automatic” gold standard. 

In the Economic Consequences of the Peace (1920), Keynes’s chapter on 
“Europe Before the War” has particular significance for any study of his 
subsequent economic writings because here he sketches his long-view per- 
spective of the capitalist process. His emphasis is upon the underlying insta- 
bility of the outwardly placid currents of European capitalism before the 
war, a war which “had so shaken this system as to endanger the life of 
Europe altogether.”® In numerous passages Keynes expresses a skepticism 
which suggests a starting point for the rather far-reaching changes in social 
relations called for by the program of the General Theory.” The relations 
between the laboring and capitalist classes are portrayed as a game of de- 
ception and of double bluff, designed to attain the maximum accumulation 
of capital, but resting on a psychological base so unstable that it might 
crumble if either the laboring class or the capitalist class should cease to be 
satisfied with a rate of consumption very small in comparison with the 
creation of wealth: 


It was not natural for a population, of whom so few enjoyed the comforts of 
life, to accumulate so hugely. The war had disclosed the possibility of consump- 
tion to all and the vanity of abstinence to many. Thus the bluff is discovered; the 
laboring classes may be no longer willing to forego so largely, and the capitalist 
classes, no longer confident of the future, may seek to enjoy more fully their 
liberties of consumption so long as they last, and thus precipitate the hour of 
their confiscation.” 


The laboring class did not consume more because its members received 
rights to only a small share of the national dividend. The capitalist class pre- 
ferred the enjoyment of the power of accumulated wealth to the enjoyment 
of consumption on a large scale. “It was precisely the inequality of the dis- 
tribution of wealth,” Keynes wrote, “which made possible those vast accu- 
mulations of fixed wealth and of capital improvements which distinguished 
that age from all others. Herein lay, in fact, the main justification of the 





8 Indian Currency and Finance, p. 101. 

® (New York: Harcourt, Brace and Company, 1920), p. 25. 

The General Theory of Employment, Interest and Money (1936), esp. chap. xxiv. 
™ Economic Consequences of the Peace, p. 22. 
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Capitalist System.” Whether the laboring class would be satisfied with its 
lot and whether, in the light of uncertainty, the capitalist class would con- 
tinue to venture its capital were crucial issues. Keynes never embraced capi- 
talism wholeheartedly. He favored it because “capitalism wisely managed 
can probably be made more efficient than any alternate system.” But capi- 
talism “in itself is in many ways extremely objectionable.” * 

Whereas exercise of the duty of “saving” by the capitalist class, coupled 
with inequality of wealth and income, yielded maximum accumulation in 
pre-1914 Europe, such saving was, on the whole, irrational : 


The duty of “saving” became nine-tenths of virtue and the growth of the cake 
the object of true religion..... The cake increased; but to what end was not 
clearly contemplated. .... Saving was for old age or for your children; but this 
was only in theory,—the virtue of the cake was that it was never to be con- 
sumed, neither by you nor by your children after you.” 


This passage is interesting because, like the General Theory, it attacks thrift 
as an irrational type of behavior. It also stresses the importance of habit in 
influencing the propensity to save, and thus contrasts with the view that 
interest is the reward for saving. Keynes’s subsequent refutation of the 
classical theory of interest rests on his repudiation of the idea that interest 
is a reward for saving, or for waiting, or for abstinence. 

Following publication of Economic Consequences of the Peace, Keynes 
plunged into some of the most important postwar European controversies 
on economic policy. During the decade of the twenties he was concerned 
primarily with three problems : an appeal for reduction of war debts, repara- 
tions, and debt service; opposition to postwar deflationary tendencies in 
Britain ; and opposition to the return to the gold standard. In the Preface toa 
collection of his more important miscellaneous writings of the 1920’s, Keynes 
characterized his general attitude toward these, and all other similar issues, 
as “the profound conviction that the Economic Problem of want and poverty 
and the economic struggle between classes and nations is nothing but a 
frightful muddle, a transitory and an unnecessary muddle.” Here we see 
the liberal mind at work attempting to reconcile the grave issues of the day. 
Liberalism as a habit of mind tends to impute evil to wrong thinking rather 
than to irreconcilable conflicts embedded in the structure of society. This 





® Ibid., p. 19. 

8 Laissez-faire and Communism (New York: New Republic, 1926), pp. 76-77. 
* Economic Consequences of the Peace, p. 20. 

* Essays in Persuasion (New York: Harcourt, Brace and Company, 1932), p. vii. 
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thesis that ideas are more powerful than vested interests and that by 
changing our minds we can change the world recurs frequently in Keynes’s 
writings, for example, in the closing paragraph of the General Theory of 
Employment. So we find Keynes always ready with a plan, a compromise, 
or an amendment for resolving the problem at hand. 

In the huge war debts Keynes saw a menace to stability everywhere. As 
remedies he suggested that the German cash reparations be reduced to a 
low figure ($10,000,000,000) and that the interallied war debts and interest 
thereon be canceled.” If carried out, his recommendations would have in- 
volved immediate recognition of a large national “sacrifice” by the United 
States and to a lesser extent by Great Britain. However, he believed the 
reparations and war debts among nations could not and would not be paid 
under any circumstances likely to exist, and therefore it was better to recog- 
nize this in advance rather than to suffer political and economic instability 
only to come out with the same result on debts in the end, default and de 
facto cancellation. The artificial financial transactions arising from war 
debts and reparations would, he predicted in 1920, react adversely upon the 
prosperity of industry. 

By 1930 Keynes saw his 1920 predictions concerning war debts verified. 
The huge international transfers arising from war debts, in conjunction with 
the international gold standard (after 1925), were responsible for the failure 
of interest rates in Britain to fall to a level compatible with full employ- 
ment, according to Keynes. In 1930 Keynes maintained that the current 
long-term interest rates were 50 per cent above the prewar level. During the 
middle twenties these rates started to decline and would have continued to 
decline, in Keynes’s opinion, except for the gold standard and the war-debts- 
reparations muddle. The high market rate of interest led to an inadequate 
volume of investment, which in turn was the primary factor leading to de- 
pre.sion in British industry at a time when most of the great capitalist 
countries were enjoying a considerable degree of prosperity. Keynes esti- 
mated that his country’s deflationary postwar policy, associated with high 
interest rates, war debts, and the gold standard, decreased the production 
of wealth during the decade of the twenties by more than one billion 
pounds.” 

In order to reduce the huge internal British debt arising from the war, 
Keynes advocated a capital levy in 1920.” As the next best alternative at 





* Economic Consequences of the Peace, pp. 256-82. 

Treatise on Money, II, 181. 

See Keynes’s testimony on the capital levy before the Committee on National Debt and 
Taxation, Minutes of Evidence (1927), II, 534-40. 
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that time, two years after the close of the war, he favored a reduction in the 
stipulated interest rate on the public debt. However, Keynes deemed this 
proposal as well as the capital levy impracticable, on equity grounds, except 
in the first few years after the close of the war. As a third choice immediately 
following the war and as first choice after the lapse of several years he advo- 
cated a long-term rise in the internal price level as the best method for 
reducing the burden of the war debt. The significant point about these three 
proposals, however, lies in their similarities rather than in their differences. 
Each is a variation on the common theme that, in the interest of the econ- 
omy as a whole, the “real” burden of rentier capitalist claims against the 
active, producing classes should be lightened. In France, Keynes said, the 
value of the franc would be determined in the long run by the proportion of 
earned income that the French taxpayer would permit to be taken from him 
to pay claims of the rentier.” 

Keynes’s bias against financial capital is indicated by the underlying 
theme of the Tract on Monetary Reform (1923). In the first paragraph of 
the Preface he attributes all the major ills of capitalism to monetary insta- 
bility.” Unemployment, insecurity, business losses, uncertainty, profiteer- 
ing, and speculation “all proceed, in large measure, from the instability of 
the standard of value.” Keynes argued for a managed currency, in place 
of the traditional gold standard to which most economists and statesmen 
were then assuming Britain would return at an early date. The managed 
currency should be directed toward stabilization of the internal price level, 
thus avoiding the speculative dangers of excessive inflation as well as the 
retarding forces of deflation. 

Although he objected to both inflation and deflation, Keynes viewed 
moderate inflation as the lesser evil because “it is worse, in an impoverished 
world, to provoke unemployment than to disappoint the rentier.”” In the 
past there had always been a tendency toward a secular rise in prices (infla- 
tion), and this had been to the good because “depreciated money assisted 
the new men and emancipated them from the dead hand; benefited new 
wealth at the expense of old, and armed enterprise against accumulation. 
.... It has been a loosening influence against the rigid distribution of old- 
won wealth. .... By this means each generation can disinherit in part its 
predecessors’ heirs.”* On the other hand, deflation permits the “dead hand 





® The New Republic, XLV (1926), 266. 

® The American edition is called Monetary Reform (New York: Harcourt, Brace and 
Company, 1924). The following references are to the American edition. 

* Ibid., pp. 44-45. 

* [bid., p. 13. 
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of the past” to retard the wealth-producing entrepreneur. If Britain con- 
tinued to foster a deflationary policy, said Keynes, an increasingly large 
share of the national income would accrue to the rentier class. An intolerable 
burden would fall on the productive classes, and the consequences would be 
inimical to the welfare of the community as a whole. 

In his fight against deflation Keynes collided head on with the policy 
of the conservative British government. In his budget message of 1924, 
Winston Churchill, then Chancellor of the Exchequer, announced that the 
United Kingdom would return to the international gold standard at the pre- 
war parity on January 1, 1926, by allowing the embargo on gold exports to 
expire on that date. Shortly after Mr. Churchill’s message appeared, Keynes 
issued a pamphlet entitled The Economic Consequences of Mr. Churchill,® 
in which he predicted many dire results from the government's policy. At 
the time Churchill announced this policy, the pound was approximately 10 
per cent below the prewar value in terms of gold. Prewar parity meant a 
pound worth $4.86, whereas the prevailing rate of exchange valued the pound 
in terms of dollars at $4.40. The return to gold at prewar parity amounted 
to a 10 per cent reduction in the prices of British export goods, without 
compensating decreases in costs of production at home. Keynes labeled the 
government’s policy a “cold blooded Income Deflation.”™ Automatically 
pressure was placed on industries producing for export—very important 
industries in the British economy—to reduce their costs, especially wages, 
in order to offset the reduction in prices. 

Great Britain alone among the great powers had not recovered from the 
first postwar depression. Industry generally and export industries in par- 
ticular were already (1925) in a distressed condition, and unemployment 
was at an all-time high.” Keynes said the Churchill policy would result in 
more distress to industry, more unemployment, and strikes against those 
firms and industries which attempted to cut wages. 

In this pamphlet, The Economic Consequences of Mr. Churchill, Keynes 
devoted one chapter to an analysis of the coal industry, the leading export 
industry, pointing out that Churchill’s policy would lead to a coal strike and 
perhaps to something much worse : 


The working classes . . . . attacked first are faced with a depression of their 





* The American edition is entitled The Economic Consequences of Sterling Parity (New 
York: Harcourt, Brace and Company, 1925). The following quotations are from the Ameri- 
can edition. 

* Treatise on Money, II, 182. 

* Cf. John H. Clapham, An Economic History of Modern Britain (New York: The Mac- 
millan Company, 1938), III, 542-45. 
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standard of life, because the cost of living will not fall until all the others have 
been successfully attacked too; and, therefore, they are justified in defending 
themselves. .... They are bound to resist so long as they can; and it must be 
war, until those who are economically weakest are beaten to the ground..... 
The plight of the coal miners is the first, but not—unless we are very lucky—the 
last, of the Economic Consequences of Sterling Parity.* 


The validity of Keynes’s prophecy was verified in 1926 when resistance by 
the coal miners to lower wages precipitated the general strike, which in 
almost any other country might have developed into revolution. The general 
strike was surely the greatest single catastrophe in the interwar crisis of 
British capitalism. 

How did Keynes’s opponents in this controversy view the return to gold 
at prewar parity ? How did they justify this policy and what did they expect 
to gain thereby? Chancellor Churchill maintained that the return to gold 
was “no more responsible for the condition of affairs in the coal industry 
than is the Gulf Stream.”” Churchill reported in his budget message that 
the return to gold was dictated by the absence of any alternative if England 
was to bring her financial system into agreement “with reality.” 

The “compelling reality” which dictated England’s return to the gold 
standard seems to have been the shift of international financial transactions 
from London to New York. International banking and associated services 
had been one of England’s largest sources of income. There was “compul- 
sion” that if return to gold be made at all it be made at prewar parity 
because, in the words of the Macmillan Committee (1930), 


It would undoubtedly be an immense shock to the international financial world 
if the government of the greatest creditor nation were deliberately and by an act 
of positive policy to announce it had reduced by law the value of its currency 
from the par at which it was standing to some lower value.* 


Any other policy would have meant a further loss of confidence in the Lon- 
don money market and an accentuation of such trends as the tendency of 
the Dominions to base their financial transactions on the dollar rather than 
on the pound. The government’s policy was designed to restore position and 
prosperity to bankers, rentiers, and other financial interests without much 
conscious regard for the effects of such a policy upon British industrial 
entrepreneurs. Keynes, the champion of industrial capital and the antago- 





*® Economic Consequences of Sterling Parity, pp. 9, 23. 

* Ibid., p. 8; also pp. 20, 21, 28. 

* Great Britain, Committee on Finance and Industry, Report (London: His Majesty’s 
Stationery Office, 1931), p. 109. 
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nist of financial capital whenever these two interests clashed, denounced the 
government’s policy with all the logic and rhetoric at his command. 

The unfortunate consequences of Mr. Churchill’s policy were not confined 
to the coal, textile, machine, iron and steel, and other industries producing 
for export markets. All industries, and especially those requiring new invest- 
ment for expansion or rationalization, suffered because, in order to attract 
and protect a gold balance adequate to maintain the gold standard, the Bank 
of England’s discount rate and consequently all interest rates in Britain had 
to be maintained at an abnormally high level. Shortly after Churchill’s 
announcement that England would return to the gold standard, the Bank of 
England advanced its discount rate to a high level in order to assure suffi- 
cient gold to prepare for removal of the embargo on gold export at the end 
of 1925. This policy led to a restriction of credit to industry and was accom- 
panied by an increase in unemployment. 

The government’s policy found support among those who gave first 
emphasis to London’s monetary and financial power and those who were 
naively unaware how much the world economy had changed from the pre- 
war era when the gold standard had not been incompatible with domestic 
prosperity in industry. 

The Times of London pointed out that the higher discount rate was neces- 
sary to attract funds which were then going to New York because the United 
States had remained on the gold standard. “Once back on the gold standard 
we should find that foreign balances which have been kept in New York 
should return to us and our financial and monetary power would be greatly 
increased.” 

With the view of The Times contrast that of Keynes: 

The Bank of England is compelled to curtail credit by all the rules of the Gold 
Standard game. It is acting conscientiously and “soundly” in doing so. But this 
does not alter the fact that to keep a tight hold on credit .. . . necessarily involves 
intensifying unemployment in the present circumstances of this country. What 
Great Britain needs to restore prosperity today is an easy credit policy. We want 
to encourage business men to enter on new enterprises, not, as we are doing, to 
discourage them.” 


Keynes did not deny The Times’s assertion that this policy might greatly 
increase his country’s financial and monetary power. His statement does 
represent, however, a strenuous objection to a policy that attempted to gain 
a large share of international banking business at the expense of domestic 
industry and employment. 





® The Times (London), March 5, 1925, p. 15. 
®° Economic Consequences of Sterling Parity, pp. 18-19. 
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Another objection made by Keynes to the Churchill policy also represents 
a criticism of financial capital. This refers to the windfall gains accruing to 
rentiers or functionless investors as a result of the deflation policy : “When 
we raise the value of sterling by 10 per cent, we transfer about $5,000,000,000 
into the pockets of the rentiers out of the pockets of the rest of us, and we 
increase the real burden of the National Debt by some $3,750,000,000. This 
....is inevitable.”® 

The “dead hand of the past,” which Keynes deprecated in his Tract, again 
stood as one of the chief barriers to a rational program. As a firm believer in 
the power of persuasion to reconcile group conflict, Keynes thought it pos- 
sible that the trade unionists might be willing to accept a reduction in 
money-wage rates were it not for the automatic transfer of wealth to the 
rentier class. But, in the light of this transfer, he thought it both unjust and 
inconceivable that the representatives of labor could be reconciled to reduc- 
tions in money wages. Prime Minister Stanley Baldwin in an interview with 
the coal miners’ representatives stated: “All the workers in this country 
have got to face a reduction of wages .... to help put industry on its feet.’””™ 
Keynes predicted that the laboring classes would resist the Churchill- 
Baldwin policy until they were “beaten to the ground.” His prediction 
proved literally true. 

In Britain’s gold-standard controversy of the 1920’s, industrial interests 
clearly stood opposed to the interests of English international finance and 
of the rentier. Here, as always, Keynes stood for and advocated a course of 
action that placed him in the position of a defender of industrial capital and 
a critic of financial capital. He was not acting as a champion of the working 
class. Here as elsewhere Keynes did not object in principle to reductions in 
money-wage and real-wage rates. His position was that, as a matter of prac- 
tical policy, it was impossible to secure the necessary reductions in money- 
wage rates without causing strikes and increasing unemployment, which 
would interfere with the continuity of industrial production. 

When the Macmillan Committee was seeking an explanation for Britain’s 
depressed economic condition of the 1920’s, Keynes, who was a member of 
the committee, maneuvered Bank of England officials like Montagu Nor- 
man and Sir Ernest Harvey into positions in which they were compelled to 
confess a disregard for the welfare of home industry. By implicitly placing 
the blame for Britain’s industrial depression on the banking policy of the 
nation, Keynes expressed his ever present criticism of finance capital. 

Before the Great Depression, Keynes believed that monetary reforms 





* Tbid., p. 11. 
* See Allen Hutt, The Post-War History of the British Working Class (New York: Coward- 
McCann, 1938), p. 89. 
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were adequate for attaining whatever social reforms were necessary. He had 
said in 1925, “Mr. Churchill’s Budget is the real source of our industrial 
troubles.” His optimism concerning the possibilities of monetary reform 


‘is indicated by the following statement : 


The supporters of Monetary Reform, of which I, after further study and reflec- 
tion, am a more convinced adherent than before, as the most important and 
significant measure Great Britain can take to increase economic welfare, must 
expound their arguments more fully, more clearly and more simply before they 
can overwhelm the forces of old custom and general ignorance . . . . The most 
important reasons are my belief that fluctuations of trade and unemployment 
are at the same time the greatest and most remediable of the economic diseases 
of our credit and banking system... .™ 


The British election of 1929 was the occasion for a new development in 
Keynes’s practical outlook. His position as a purely monetary reformer was 
qualified by the addition of public works and government loans to the 
agenda of social control. Unemployment was the leading issue in the cam- 
paign in which Lloyd George was the leader of the Liberal party and Stanley 
Baldwin and Ramsay MacDonald the leaders of the Conservative and 
Labour parties, respectively. Lloyd George offered a public-works program 
as the remedy for unemployment. In support of the Liberal party program, 
Keynes, in collaboration with Mr. H. D. Henderson, issued a pamphlet 
entitled Can Lloyd George Do it? An Examination of the Liberal Pledge.” 
Keynes supported Lloyd George’s promise that his proposed public-works 
program would involve no rise in taxation, since the increased primary and 
secondary employment would augment the taxable national income while 
decreasing expenditures for unemployment relief in amounts sufficient to 
offset the additional outlays for public works. In attempting to establish the 
validity of these promises, Keynes and Henderson tried to make quantita- 
tive estimates of the relation between initial outlay in public works and the 
final increase in national income. This, so far as Keynes is concerned, marks 
the genesis of the so-called “theory of the multiplier,” which is a refinement 
of the common-sense insight that, in an environment of unused resources, an 
expenditure for public works will increase the national income not only by 
the amount of the direct government outlay but by some multiple of it.” 





* Economic Consequences of Sterling Parity, p. 25. 

* “The Return Towards Gold,” The New Republic, LXII (1925), p. 92. 

** London: The Nation and Athenaeum, 1929. 

* Keynes and others have credited R. F. Kahn with the invention of the multiplier theory. 
This is true only in the sense that Kahn first gave it a refined technical formulation. The basic 
insight and a clear explanation of its practical significance is clearly expressed in the Keynes- 
Henderson pamphlet of 1929, whereas Kahn’s article in The Economic Journal did not appear 
until 1931. 
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Here we see public works emerging in a liberal democracy during the 
interwar period as a program designed to place new purchasing power in 
circulation after it was found virtually impossible to force funds into circu- 
lation in times of depression merely by manipulation of the banking mecha- 
nism.” The extension of government activity in the form of public works 
was in no sense intended to be an entering wedge for socialism. On the con- 
trary, public works as well as monetary control were part of the liberal pro- 
gram for avoiding socialism. 


II 


Keynes changed from an orthodox to an unorthodox general economist in 
the period between his Treatise on Money (1930) and his General Theory of 
Employment (1936). His transition to a distinctly anticlassical position was 
precipitated at that time by the incompatibility between the policy Keynes 
advocated and the practical implication of classical principles of economics. 
In its theoretical aspect, the Treatise makes no attack on the main body of 
traditional economic principles but is confined to a pretentious monetary 
theory of the trade cycle. The practical problem envisaged is control of the 
trade cycle. The general tone is optimistic. There is no hint in Keynes’s 
writings and speeches during 1929 that he foresaw the stock-market crash, 
nor, in 1930, that he realized its severity. Public works were viewed as a tem- 
porary expedient, as indicated by a statement made in May 1929: “In three 
to five years we should be able to employ every one without the aid of special 
schemes..... We must lift ourselves out of the rut. Once we have succeeded 
in doing that, our business men will be able to run things for themselves.” 

This optimistic tone is replaced in the General Theory by doubts concern- 
ing the survival powers of capitalism. Rather than mitigation or elimination 
of the trade cycle the problem in the General Theory is one of implementing 
a declining capitalism against the loss of the self-recuperative powers that 
characterized it during the nineteenth century. The uniqueness and objec- 
tives of the General Theory, both as a proposal for practical action and as an 
attack on the old principles of economics, can be appreciated only by under- 
standing Keynes’s shift in viewpoint. 

The most important event influencing Keynes during this transition period 
seems to have been the financial crisis of 1931. The economic depression that 
began in 1929 appeared to him as a recurrence of earlier trade cycles until 





“For a standard textbook view of the relation between monetary control and public 
works, see James Arthur Estey, Business Cycles; Their Nature, Cause, and Control (New 
York: Prentice-Hall, 1941), p. 405. 

* The Times (London), May 29, 1929, p. 9. 
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it developed into a severe crisis two years later. Whereas in his Treatise 
Keynes refers to the “slump of 1930,” in 1931 we find him asking, “Can we 
prevent an almost complete collapse of the financial structure of modern 
capitalism ? One begins to wonder and to doubt.”® On another occasion, in 
June 1931, he said, “We are today in the middle of the greatest economic 
catastrophe of the modern world.”” 

In this pessimistic frame of mind Keynes collided head on with the classi- 
cal view that personal thrift and reduced government spending are desirable 
because individual saving and a balanced budget facilitate recovery from 
depression. According to the traditional view, accumulating savings would 
lower interest rates and thus encourage investment. What the traditional 
view called “savings” Keynes saw as “hoarding,” which resulted not in in- 
creased investment but in decreased employment. He protested against the 
competitive struggle for liquidity, and labeled acts of curtailed expendi- 
ture for useful things “anti-social acts.” His insight that a preference for 
liquidity may have far-reaching antisocial consequences is developed in the 
General Theory as the basis for the liquidity-preference theory of interest, 
which from an anticlassical point of view is the most important theoretical 
concept in the General Theory. Although the preference for owning money 
rather than other forms of wealth is a common type of social behavior, which 
becomes accentuated in crises, it became all-important in the Keynesian 
model as a result of a historical impression on the part of one who by train- 
ing, experience, and traditional anti-rentier bias was sensitive to its conse- 
quences for industrial production. 

Keynes’s thought was crystallized into an anticlassical mold during the 
financial crisis of 1931 by the tenacity with which the British government 
stuck to principles of orthodox finance, and the strong opposition that most 
of his fellow economists offered to Keynes’s policy suggestions. In the face 
of shrinking effective demand, Parliament passed the Budget and Economy 
Act in August 1931. This measure supposedly followed the rules of “sound” 
finance, since it was directed toward a balanced budget. A policy of cutting 
wages, reducing relief payments, and retrenching on housing and road build- 
ing followed the Economy Act. Keynes characterized this triumph of the 
“Treasury view” in its most extreme form as a curtailment of purchasing 
power, whereby “if the theory which underlies all this is to be accepted, the 





® The World’s Economic Crisis and the Way of Escape (New York: Century Company, 
1932), p. 57. 

“ Quincy Wright, ed., Unemployment as a World-Problem (Chicago: The University of 
Chicago Press, 1932), p. 3. 

“' World’s Economic Crisis and the Way of Escape, Pp. 57. 
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end will be that no one can be employed except those happy few who grow 
their own potatoes.” “ 

An aspect of the financial crisis of 1931 was England’s effort to remain on 
the gold standard. Events at this time were a sequel to the return to gold 
in the middle twenties and, when England was forced to abandon the gold 
standard in September 1931, represented a partial fulfillment of Keynes’s 
prophetic statement of 1925: “The British Public will submit their necks 
once more to the Golden Yoke, as a prelude, perhaps, to throwing it off 
forever at a not distant date.”” The return to gold had restored to some 
extent the international financial prestige of London, but it also reacted, 
as Keynes said it would, to the distress of industry in Britain. In 1931 the 
demand for a balanced budget was in part motivated by a desire to bol- 
ster confidence in the pound in order to prevent a drain of English gold 
reserves. It appeared that events had justified Keynes’s prognostications of 
1925. He predicted strikes and strikes had resulted ; he said the gold stand- 
ard was unworkable and so it proved to be; he said industry would suffer 
under the gold standard and suffer it had. In 1931 we find Keynes mourn- 
fully picturing himself as a Cassandra whose predictions were prophetic but 
whose prophecies were never heeded.“ This whole unhappy episode of the 
return to gold seems destined to live in British opinion as the “straitjacket 
of 1925-1931.” 

A considerable portion of the General Theory is devoted to a polemic 
against the so-called classical political economy. In offering advice on mat- 
ters of policy Keynes found his efforts frustrated because of the conflicting 
practical advice given by his fellow economists. We may refer briefly to 
controversies with Professors Pigou and Robbins and Sir William Beveridge 
during the years preceding publication of the General Theory. 

A. C. Pigou, in testimony before the Macmillan Committee, attributed 
unemployment to interferences with the “free working of economic forces,” 
and to wage rates “out of adjustment with the general conditions of 
demand.” Pigou insisted that his analysis was on the “real” and not the 
“money” level. Keynes, as a member of the questioning committee, tried to 
get Pigou to shift from the “real” to a “money” analysis, but without success. 

In the Theory of Unemployment (1933) Pigou continued to emphasize 
the “real” as against the “monetary” analysis. From his theoretical analysis 
he concluded that unemployment is caused primarily by wage rates which 





“ New Statesman and Nation, New Series, II (1931), 329. 

“ The New Republic, LXII (1925), 286. 

“ Essays in Persuasion, p. v. 

“ Committee on Finance and Industry, Minutes of Evidence, II, p. 78. 
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are too high, and that money and interest are unimportant both in explain- 
ing unemployment and in finding ways of eliminating it. Speaking of a 
policy of lower wage rates Pigou says, “This policy, if it could be practically 
carried out, would in my view, be a true antidote, within its limits, to slump 
conditions. It would not abolish, but it would effectively lessen the waste of 
unemployment.” Pigou’s theoretical position, combined with the advice 
that he gave on practical affairs, is of special interest in explaining the sharp 
anticlassical position taken by Keynes in the General Theory. Pigou’s writ- 
ings are the special target in Keynes’s general broadsides against classical 
theory. 

In 1931 Sir William Beveridge denounced Keynes’s proposal to levy a 
general protective tariff, with rebates on all imported materials entering 
into exports. Beveridge criticized the proposal in typical classical fashion 
when he asserted a protective tariff could do only harm, because the reduc- 
tion in imports that would follow would result in a reduction of exports. 
Keynes replied that, contrary to the classical assumption implied in Bever- 
idge’s argument, “There is . . . . no simple and direct relationship between 
the volume of exports and the volume of imports.”* 

Lionel Robbins, like Beveridge, invoked traditional free-trade arguments 
to ridicule Keynes’s suggestions for protective tariffs and referred to his 
proposals as “petty devices of economic nationalism.” True to the classical 
tradition Robbins attributed the current economic distress to economic fric- 
tions, and in particular to wage rates that were too high to permit full em- 
ployment. Robbins said in regard to Keynes’s position on protectionism and 
wages, 


The obvious solution here is readjustment of wages and removal of hinderances 
to efficiency. .... Mr. Keynes, who seems to have gotten into an almost unbe- 
lievable muddle in regard to the wages position, protests that such readjust- 
ments are impossible. If he had been less anxious to discredit his late associates 
and to destroy that which he once adored, he might have chosen terms less glar- 
ingly inconsistent with his own earlier pronouncements.” 


Undoubtedly Keynes’s new position on the relation of protectionism to 
unemployment was, to orthodox economists, one of the most distressing 
changes in his thinking because free trade was one of the cornerstones of 
classical economics, and repudiation of free trade was in direct contradic- 





“ The Theory of Unemployment (London: Macmillan and Company, 1933), pp. 253, 185. 
“ Economics in Practice (London: Macmillan and Company, 1935), p. 51. See also p. 70. 
“ The Times (London), April 2, 1931, p. 6. 

“ New Statesman and Nation, New Series, I (1931), 100. 
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tion to the position Keynes had previously taken. For example, in 1923 he 
had written, “The claim to cure unemployment involves the protectionist 
fallacy in the grossest and also the crudest form.”® In the General Theory 
Keynes explicitly repudiates this earlier position and maintains that pro- 
tectionism may be an aid to national employment. The free-trade argument, 
which is valid under conditions of full employment, requires qualification 
for all types of duties and bounties when the assumption of full employment 
is dropped and maximum national income rather than minimum unit cost 
of production is taken as the criterion for judging desirable policy. Keynes’s 
shift away from free trade was but one specific illustration of the change 
that had taken place in his thinking. The correspondence between contro- 
versy in theory and controversy in policy suggests that Keynes’s transition 
to a distinctly anticlassical position was greatly influenced by his conviction 
that classical theory is vicious in its practical implications. 

Thus Keynes’s break with his past in economic theory was more abrupt 
than the accompanying change in his practical point of view. There had been 
important and fundamental changes in his views on policy, but they were in 
nearly all cases nascent in his earlier writings. His strong predisposition to 
be critical of certain social classes and institutions crystallized in the General 
Theory into a theory of the capitalist process and found expression in a 
program more sweeping than anything he had previously, proposed. For 
example, while Keynes was always antipathetic toward rentiers, it was not 
until the General Theory that his program envisaged complete disappear- 
ance of the rentier class. To take another example, the significance of in- 
equality of income distribution for the instability of capitalism was clearly 
stated in the Economic Consequences of the Peace, but Keynes had never, 
prior to the General Theory, advocated a program that took the full implica- 
tions of this inequality and instability into account. During the years that 
intervened between Economic Consequences and the General Theory, in- 
equality of income and wealth was viewed by Keynes as a condition favor- 
able to economic progress, albeit a capricious one, but in the General Theory 
inequality is in a very fundamental sense the root cause of unemployment 
and the greatest barrier to economic progress, “progress” being defined in 
the classical sense of capital accumulation. 

By 1935 Keynes had become a self-acknowledged heretic from the general 
body of classical doctrine. In an article provoked by a discussion among 
English economists on the problem of poverty and potential plenty, Keynes 
maintains, contrary to the classical theory, that the capitalist economic sys- 
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tem is not self-adjusting. Chiefly responsible for the lack of automatic adjust- 
ment to an equilibrium at full employment was the special nature of the rate 
of interest.” He refers to the traditional theory of interest as the “fatal flaw” 
in the whole of orthodox thinking of the past century. By repudiating the 
classical theory of interest and substituting a monetary theory of interest, 
Keynes believed he was on the way (in 1935) to a general theory of what 
determines the level of effective demand and the volume of aggregate em- 
ployment, and therefore to a theoretical explanation of poverty in the midst 
of potential plenty. 

Keynes’s most famous work, The General Theory of Employment, Interest 
and Money, published in 1936, is just what the title indicates, a theory 
which explains the volume of employment in terms of a theory of money and 
interest. The classical writers had no satisfactory theory of interest because 
there was no place in their theory for financial capital. All capital was 
assumed by them to be industrial capital, and interest was the reward for 
saving, which automatically resulted in investment and the production of 
more goods in the future. Keynes, instead of regarding interest as the reward 
for saving, regards it as the reward for not hoarding money, or for parting 
with liquidity. The classical principles were fundamentally wrong in trying 
to explain interest without considering financial capital. This is the meaning 
of Keynes’s statement, “ ‘Interest’ has really no business to turn up at all in 
Marshall’s Principles of Economics,—it belongs to another branch of the 
subject.” 

As noted above, Keynes divides the total volume of money into two parts, 
that held to satisfy the transactions and precautionary motives (M,) and 
that held to satisfy the speculative motive (M2). Interest is peculiarly re- 
lated to Mz in the sense that the amount of money available to satisfy the 
speculative motive, in conjunction with the liquidity-preference schedule, 
determines the level of the rate of interest. The distinction between M, and 
M, enables Keynes to focus his analysis on the particular sector of the econ- 
omy in which money is used for financial, as contrasted with industrial, pur- 
poses. Mz is the category that is significant for his practical program, since 
an increase in Mp will, ceteris paribus, lower the rate of interest and stimu- 
late investment and employment. Under the assumptions of orthodox the- 
ory, according to which the speculative motive and financial capital are 





“Now I range myself with the heretics. I believe their flair and their instinct move them 
towards the right conclusion. ... . There is, I am convinced, a fatal flaw in the part of the 
orthodox reasoning . . . . due to the failure of the classical doctrine to develop a satisfactory 
and realistic theory of the rate of interest.” The New Republic, LXXXII (1935), 36. 

® General Theory, p. 189. 








140 Dudley Dillard 





ignored, there is no propensity to hoard money, and Mz is automatically 
zero. 

The major controversy that followed publication of the General Theory 
in 1936 concerned Keynes’s theory of interest. Some critics have tried to 
interpret Keynes’s interest theory as a mere modification or alternative ex- 
pression of the classical version. Pigou seemed to deny that Keynes really 
agreed with the monetary heretic, Silvio Gesell, that interest is a “purely 
monetary phenomenon.” “If this were in fact his view,” wrote Pigou, “Mr. 
Keynes’s divorce from classical thought would be complete.” Even those 
who agreed with Keynes in abandoning the classical view that the rate of 
interest is determined by the supply of and demand for saving attempted 
to interpret Keynes’s theory of interest as something other than a purely 
monetary phenomenon.” Throughout this prolonged and complex contro- 
versy he resolutely defended his “money” theory of interest. 

In his first written reply to critics after publication of the General Theory, 
Keynes sums up his fundamental ideas by stating that the novelty of his 
entire theory involves the role of money as a store of value, which links the 
present with the uncertain future. In the face of a hazardous future which 
leaves us in deep doubt about how best to store our wealth, “money lulls our 
disquietude,” and interest, which is the premium necessary to make us part 
with money, is “the measure of the degree of our disquietude.”” In two 
major articles in 1937, and in a further contribution in 1938, Keynes showed 
no indication of compromising his theory of interest. On the contrary, he 
seemed to feel that it was his critics who had given ground.” 

Through the theoretical haze that overhangs this extended interest con- 
troversy of the late 1930’s there is clearly visible the cornerstone of Keynes’s 
thought : the practical conviction that “the banks hold the key position.”” 
Keynes’s demand for control over the supply of money by the banking sys- 
tem is the practical counterpart of the most fundamental theoretical innova- 
tion of the General Theory, the liquidity-preference theory of the rate of 
interest. In the present phase of capitalist development, monetary policy 
aiming to keep the interest rates low can be an effective stimulus to long- 
term investment. In a series of articles on “How to Avoid a Slump,” anpear- 
ing in The Times of London in January 1937, Keynes reaffirmed his faith in 





53 Economica, III (1936), 124. 

See especially the running controversy in The Economic Journal in 1937 and 1938. In 
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and A. P. Lerner. 
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the ability of the Bank of England, the Exchange Equalization Fund, the 
Treasury, and other financial agencies to push down and to keep down the 
long-term rate of interest to a level compatible with a flow of investment 
that would ensure against an economic slump. Keynes was aware that once 
collapse came, the profit expectations of potential investors might fall so low 
that no reduction of the interest rates would be effective for recovery from 
depression. Consequently the proper policy at that time (1937) was to per- 
petuate the high level of economic activity by means of an easy-money 
policy in the form of low long-term interest rates. It was important not only 
to provide low rates, but also to give assurance that the rates would remain 
low in the future, because one of the greatest obstacles to a low long-term 
rate is the anticipation that the rate may rise in the future. 

While maintaining that a low rate of i..terest would serve the investment 
needs of the present stage of economic development, Keynes foresaw a time 
—within a generation or two—when it would not. Ultimately great masses 
of real investment would reduce the return on capital to so low a point that 
monetary control of the traditional type would not enable the rate of in- 
terest to fall low enough—ultimately to zero—to offset the declining margi- 
nal efficiency of capital (or expected rate of profit). The ever falling rate of 
interest, which allows capital accumulation to proceed unimpeded, leads to 
a fundamental change in the social structure of capitalism, the euthanasia 
of the rentier capitalist, or functionless investor. 

Keynes gives no adequate explanation of the process by which the eutha- 
nasia of the rentier is to be accomplished. He is clear that this fundamental 
social change is to take place gradually, as a continuation of a process that 
has been going on in Great Britain for several decades, and will require no 
violent revolution for its completion. The vehicle for the disappearance of 
the rentier or functionless investor class is the gradual fall toward zero of the 
rate of interest. However, a major obstacle arises from the resistance to a 
fall in the interest rate below a basic minimum. Most important among the 
reasons for meeting an irreducible minimum in the level of the interest rate 
is that a point is reached where liquidity preference becomes almost abso- 
lute in the sen3e that everyone would prefer to hold money rather than to 
hold an interest-bearing debt at a very low rate of return.* This absolute 
nature of liquidity preference below a certain point renders the ordinary 
monetary authority helpless in making further reductions in the long-term 
rate of interest below, say, 2 per cent. Consequently some technique other 
than conventional bank controls must be found to lower the interest rate 
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from 2 per cent to zero. Keynes makes no specific proposal for accomplish- 
ing this necessary step. He praises the stamped-money plan of Silvio Gesell, 
who suggested that money, like other commodities, should be made to incur 
carrying costs in order to discourage storing wealth in the form of money.” 
Gesell suggested that this could be done by requiring that currency notes be 
stamped periodically as a condition of retaining their value. Gesell proposed 
that metallic money be abolished, except for very small coins, but he had no 
solution for bank deposits. According to Keynes, the stamped-money idea is 
theoretically sound and may contain “the essence of what is needed,” but it 
is not workable in the form proposed by Gesell. Keynes adds that we should 
look to Gesell’s work rather than to that of Marx for the ultimate solution 
of the economic problem. Beyond these few suggestions Keynes makes no 
attempt to point out what steps might be taken to reduce the rate of interest 
to zero. However, there is a close relation between the euthanasia of the 
rentier and what he refers to as the “socialisation of investment.” 

The second aspect of financial capital that Keynes portrays as a major 
obstacle to continuous and full production under industrial capitalism is 
brought into his theory via the marginal efficiency of capital and into his 
program via the socialization of investment. The marginal efficiency of 
capital is the other factor which, together with the rate of interest, deter- 
mines the volume of investment and thus the volume of employment. The 
schedule of the marginal efficiency of capital is the demand schedule for new 
investment. It is the expected rate of profit from new investment. The pro- 
spective yield from marginal investments is characterized by its cyclical 
instability and its secular tendency to decline. Like liquidity preference, the 
marginal efficiency of capital is subject to wide and sudden changes because 
it involves estimates about a future of which investors know very little. Such 
judgments as they do make about the future are held with little confidence. 
The precarious nature of expectations about future yields of present invest- 
ment finds its objectification in the violent fluctuations of the stock ex- 
change. Here the distinction between enterprise and speculation has little 
meaning. “Enterprise becomes the bubble on a whirlpool of speculation .... 
Capital development becomes a by-product of the activities of a casino.” 
In this manner Keynes expresses the sensitivity of industrial production to 
the capricious movements of financial capital. 

Socialization of investment refers to the type of social policy to be pursued 
in connection with overcoming the difficulties presented by the cyclically 


See my “Silvio Gesell’s Monetary Theory of Social Reform,” The American Economic 
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unstable and secularly declining marginal efficiency of capital. Although the 
General Theory contains numerous references to “socialisation of invest- 
ment,” the concept is nowhere elaborated. In the broadest sense, it may be 
taken to include a policy to offset cyclical fluctuations in private invest- 
ments, and to overcome the obstacles in the way of, and the difficulties 
arising in connection with, the secular decline in the marginal efficiency of 
capital. In regard to cyclical control Keynes’s ideas about public works are 
well known. As noted above, he first advocated public works as a recovery 
measure in the British election campaign of 1929, and became during the 
thirties the outstanding scientific authority for this type of “spending” 
policy. When little came of public works in Great Britain, Keynes turned 
his attention to the New Deal in the United States, where he praised the 
public-works program of President Roosevelt. However, he was critical of 
the lack of planning in American public works, and used the relative lack of 
success of the New Deal policy to reinforce his demands for a well-ordered 
public expenditures program. In 1938 he recommended that his own govern- 
ment set up a British Board of Public Investment whose function would be 
to lay plans for increases in public works when economic crisis threatened. 
He maintained that such a program had never been given a fair trial. He 
wrote : 


President Roosevelt’s policy, which was nevertheless very useful so long as it 
was pursued, and saved the United States from grave disaster, was of course not 
a parallel case. It was largely devoted to improvising a system of relief .... Plans 
for increased public expenditure on housing, the public utility services, and the 
railroads were so completely unprepared that even today they are still in the stage 
of preparation. And it is this unpreparedness that is the cause of the present 
[1938] setback in the United States.” 


The Board of Public Investment that Keynes advocated was to be organized 
as a permanent agency of the government, although he did not believe it 
necessary to carry out new projects continuously. It should, however, stand 
in readiness with plans to be executed at the first sign of a slump. 

Keynes’s suggestions for implementing the long-term or secular aspects 
of the socialization of investment are less satisfactorily discussed by him 
than the short-term, public-works phase of his program. The secular policy 
involves government control over the entire investment process, private as 
well as public. Keynes held some such idea for state control over aggregate 
investment and saving at least as early as 1926, when he questioned the 


“ The Times (London), January 3, 1938, p. 13. 
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desirability of leaving to the chance of private judgment and private profit 
the allocation of resources going into investment.” The idea becomes more 
prominent in the General Theory, but even there it is left in an undeveloped 
state. Presumably this long-range control would be placed in the hands of a 
governmental agency resembling the Board of Public Investment suggested 
by Keynes for Great Britain in 1937. Through some agency the government 
would determine the total volume of resources going into investment. The 
basis for deciding what proportion this should be would of course have to be 
related to total consumption as determined by the propensity to consume. 
State authority would also determine the basic rate of return to the owners 
of the instruments of production, as long as such rewards were paid. Even 
after the average rate of return has fallen to zero, and rentier capitalists 
have disappeared from the scene, there will remain functional capitalists 
who could make income as a result of superior skill in calculating risks on 
alternative forms of investment. Keynes intends to have the state authority 
determine only the total quantity of investment. Beyond these suggestions 
Keynes does not set forth the principles and procedures for allocating in- 
vestment funds. This, like his unsatisfactory discussion of the euthanasia 
of the rentier, may be attributed to the undeveloped nature of his secular 
analysis. He states explicitly that socialized investment does not mean that 
the instruments of production would be owned or operated by the govern- 
ment, although of course there would be some expansion of the amount of 
actual public investment as a result of an enlarged public-works program. 
Just how investment could be “socialized” while management and owner- 
ship remain in private hands requires explanation which Keynes fails to 
supply. The suggestion may be ventured, however, that, if Keynes had fol- 
lowed out his secular analysis for the elimination of rewards for owner- 
ship in a private-property economy, his proposal for socializing investment 
might have led to the necessity for over-all economic planning, and this in 
turn to the fundamental question whether over-all planning is possible under 
private ownership of the means of production. Keynes was not an advocate 
of either general planning or of the nationalization of industry. 

The fulfillment of Keynes’s more recent long-run program would indeed 
constitute a minor revolution in class relations. Ownership and saving would 
no longer be a basis for the receipt of income. To Keynes this minor revolu- 
tion is desirable not only because it would produce a more just society, but, 
more important, because it is the necessary price to be paid in order to avert 
a major revolution. Its basic purpose is to preserve for a long time private 





°° Laissez-faire and Communism, p. 69. 
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industrial capitalism, and in no sense does he view it as the entering wedge 
for a gradual transition toward collectivism. Financial capital, with all its 
abuses, is a cancerous growth on the body of private enterprise and is not an 
organic part of the system. Nevertheless, saving the patient requires a major 
operation. In brief, Keynes believes that the preservation of capitalism re- 
quires the elimination of its worst faults ; he also believes these faults can be 
abolished without at the same time destroying the foundations of private 
industrial capitalism. 


III 


Keynes’s major purpose may be characterized as an attempt to buttress 
political liberalism with a new economic program and to fortify this eco- 
nomic program with a new political economy. In this sense Keynes follows 
in the tradition of the great British economists since Adam Smith, all of 
whom were liberals, with the possible exception of Malthus, and none 
of whom questioned the fundamental efficacy of private property. Smith 
and Ricardo were the champions of a new liberalism, which in their time 
was founded on laissez faire. Beginning with John Stuart Mill the advice 
given by classical and neoclassical economists on matters of practical policy 
became increasingly interventionist.” Keynes differs from his liberal prede- 
cessors in the extent of intervention his program entails and in his willing- 
ness to lop off the dead wood of rentierism, of which all the classical econo- 
mists, again with the exception of Malthus, were critical. Keynes is the first 
great British economist in this tradition explicitly to repudiate laissez faire. 
The spirit of individualism still pervades his thinking quite as intensely as 
it did that of nineteenth-century British economists. Of government par- 
ticipation in economic life Keynes says: “I defend it ... . both as the only 
practicable means of avoiding the destruction of existing economic forms in 
their entirety and as the condition of the successful functioning of individ- 
ual initiative.” 

In politics Keynes was always a self-avowed, self-styled liberal. As a 
member of the British Liberal party, he consistently rejected the political 
philosophies of both the Conservative and Labour parties. The Conserva- 
tives were to him the “Die Hards,” the representatives of the “Do Nothing 
Party,” led by men “incapable of distinguishing novel measures for safe- 
guarding Capitalism from what they call Bolshevism.”” Keynes rejected 





°° Cf. Jacob Viner, “Marshall’s Economics, The Man and His Times,” The American Eco- 
nomic Review, XXXI (1941), 225. 

“* General Theory, p. 380. 
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the notion of class struggle, as seen both from the conservative and from the 
labor side. When Winston Churchill quit the Liberal party to join the ranks 
of the Conservatives, Keynes rejoiced, saying, 


I think that it would be for the health of the [Liberal] party if all those who 
believe, with Winston Churchill and Sir Alfred Mond, that the coming political 
struggle is best described as Capitalism versus Socialism, and thinking in these 
terms mean to die in the last ditch for Capitalism, were to leave us.” 


Keynes rejected membership in the Labour party primarily because it is a 
class party, and if there is to be a class struggle in politics Keynes wished to 
be associated with the bourgeoisie and not the “boorish proletariat.” In list- 
ing his objections to joining the Labour party, Keynes wrote in 1925: 


To begin with it is a class party, and the class is not my class. If I am going to 
pursue sectional interests at all, I shall pursue my own. When it comes to the 
class struggle as such, my local and personal patriotisms, . . . . are attached to 
my own surroundings. I can be influenced by what seems to me to be Justice 
and good sense; but the Class war will find me on the side of the educated 
bourgeoisie.” 


Keynes’s criticisms of the Labour party referred to the inherent difficulties 
of securing leadership capable of acting in the interests of the community 
as a whole. The class character of the party requires its leaders to depend 
upon an appeal to “widespread passions and jealousies” against those who 
have wealth and power, rather than upon an appeal to reason and to justice. 
There is danger that an autocratic inner ring will seize control of labor and 
make decisions in the interest of that element within the Labour party 
which “hates and despises existing institutions and believes that great good 
will result merely from overthrowing them—or at least that to overthrow 
them is the necessary preliminary to any great good.” The progressive Lib- 
eral has the advantage over the most admirable Labour representative 
because “he can work out his policies without having to do lip-service to 
Trade-Unionist tyrannies, to the beauties of the class war, or to doctrinaire 
State Socialism.”* Although Keynes acknowledges elements of potential 
good in the Labour party, the class character of the party itself imposes 
limitations on its capacity for dealing appropriately with social and eco- 
nomic issues. 


® Ibid., p. 343. 

* Ibid., p. 324. The British election of 1945 seems to indicate that many of the “educated 
bourgeoisie” disagree with Keynes regarding membership in the Labour party. Approximately 
one half of the Labour Members of Parliament elected in the overwhelming Labour victory 
are from middle-class professions and trades. 

* Ibid., p. 342. 
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The economic counterpart of Keynes’s political bias against the Labour 
party is reflected in his preference for social services instead of higher 
money wages as the best means of bettering the standard of life of the wage- 
earning class. Speaking with reference to England, Keynes maintained in 
1930 in the midst of depression that a rise in wage rates would increase costs 
to an internationally uneconomic level. These higher costs, he said, would 
tend to drive British capital abroad, whereas the benefits of higher wages 
could be secured through social services paid for out of taxes which would 
not have the disadvantages of higher wages.” During 1939 and 1940, when 
Britain was threatened by dangerous inflation, Keynes appealed to the 
working class to accept his liberal plan of “forced savings” as the only 
method by which the long-run interests of wage earners could be safe- 
guarded. Instead of demanding higher wages because of higher prices, the 
workers were to agree under the Keynes plan to deductions from their 
wage payments during the war so that they might reap a larger harvest after 
the war. Gains were to accrue because wartime savings would prevent an 
inflationary rise in prices and thus enable workers to buy the same amount 
of subsistence at lower prices. At the same time their savings, which would 
be released after the war, would give them a claim on the national dividend 
that would otherwise accrue to the capitalist class. “The wage and salary 
earner can consume as much as before and in addition have money over in 
the bank for his future benefit and security, which would belong otherwise 
to the capitalist class.”” 

Keynes always dealt with the wage problem indirectly and never devel- 
oped anything that could properly be called a theory of wages. During de- 
pression periods he strenuously objected to reductions in money-wage rates, 
but on the other hand he did not advocate higher wage rates. The direct 
problem to him was one of interest rates, profit expectations, distribution of 
income, effective demand, money supply, money standards, and stock mar- 
ket speculation, but never wages as such. In How to Pay for the War isa 
typical statement : “I have not attempted to deal directly with the problem 
of wages. It is wiser, I expect, to deal with it indirectly.”” 

Although Keynes frequently addressed his proposals to the working class, 
the latter never received them with much enthusiasm. Keynes’s plan in How 
to Pay for the War provoked from a British labor group a critical reply in 
the form of a pamphlet entitled, The Keynes Plan—Its Dangers to Workers.” 


® The Political Quarterly, I (1930), 110-24. 

” How to Pay for the War; A Radical Plan for the Chancellor of the Exchequer (New 
York: Harcourt, Brace and Company, 1940), p. 5. 

” [bid., p. 55. 
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Keynes was accused of fighting the battle of the capitalists, however well 
meaning he may have been, and his plan was characterized as a subtle argu- 
ment for reducing real wages. The idea of postwar payment of wages earned 
during the war was scornfully labeled “pie in the sky.” Among the impor- 
tant reasons why Keynes’s plan was not acceptable to these labor critics 
were: (1) The funds for payment of the deferred wages were to be raised by 
a levy on capital after the war at a time when there was danger of a depres- 
sion. That funds could be raised in this manner at such a time was considered 
highly doubtful. (2) There was a long tradition of broken promises of the 
government to labor, the most prominent case cited being the Sankey Com- 
mission case of 1919. (3) Inflation of prices might reduce to practically 
nothing the real value of wages to be paid in the future. The pamphlet denied 
Keynes’s basic premise that the total quantity of consumers’ goods going to 
labor during the war was fixed, and therefore denied also that labor had 
nothing to lose under the plan. As an alternative to Keynes’s plan, it was 
proposed that labor should increase its real wages now at the expense of 
profits. If necessary this should be done by government operation of vital 
industries on a nonprofit-making basis, without compensation being paid to 
the owners for “being deprived of the opportunity for profiteering.” The 
tone of the argument shows clearly that Keynes’s plan struck an unsympa- 
thetic chord with these socialistically inclined Labourites. _ 

Keynes’s repudiation of the classical position with respect to the self- 
adjusting nature of the modern economy and his proposals for government 
control of investment did not lead him to advocate collectivism. In fact, he 
is much further from the socialist position than that archclassicist, A. C. 
Pigou, who in his Socialism versus Capitalism (1937)” becomes virtually a 
Fabian Socialist. For the most part Keynes ignores the socialist argument 
that social ownership of the means of production is essential, but his occa- 
sional references indicate a strong opposition to collectivism. This is illus- 
trated in a negative way by the foregoing discussion of Keynes’s political 
and class biases. It is illustrated in a positive fashion by his lack of regard 
for the work of Marx, his opposition to socialization of the instruments of 
production, and his attitude toward Soviet Russia. 

Apart from a bare recognition that Marx had something to say about 
effective demand, Keynes was always scornful of the work of Marx. “Marx- 
ian Socialism,” he wrote in 1925, “must always remain a portent to the his- 
torians of Opinion—how a doctrine so illogical and so dull can have exercised 
so powerful and enduring an influence over the minds of men, and through 
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them, the events of history.”™ Discussing the Soviet Union after his visit 
there in 1925 Keynes wrote, “How can I accept a doctrine which sets up as 
its bible, above and beyond criticism, an obsolete economic textbook which 
I know to be not only scientifically erroneous but without interest or appli- 
cation for the modern world ?”” Keynes’s praise of what he calls the “anti- 
Marxian socialism” of Silvio Gesell, the stamped-money reformer, illus- 
trates his own anti-Marxian bias. Gesell was just such a critic of financial 
capital and staunch defender of private industrial capitalism as we have in- 
dicated Keynes to be. Keynes’s judgment of the relative merits of Marx and 
Gesell, so apparently false in the light of history, would seem to reveal much 
more about Keynes than it does about either Marx or Gesell.” 

In a manner characteristic of the outlook of a financial reformer Keynes 
has viewed social ownership of the means of production as an unimportant 
issue. He wrote in 1926 that large-scale enterprise tends to socialize itself 
because the shareholders become dissociated from the management. The 
direct personal interest of management under these conditions is in the 
general stability and reputation of the enterprise, and the making of large 
profits becomes secondary to management. This optimistic acceptance by 
Keynes of the separation of ownership from control in modern corporate 
enterprise stands in sharp contrast to the alarm expressed by many econo- 
mists.” Keynes’s attitude toward nationalization of railroads also minimizes 
the importance of socialization of the means of production. “There is ....no 
so-called important political question so really unimportant, so irrevelant to 
the re-organisation of the economic life of Great Britain, as the Nationalisa- 
tion of the Railways.”” On another occasion Keynes speaks of “the falsity 
of the supposed historic antithesis between socialism and individualism.” 
These and similar views, expressed before he departed from the classical 
position, are reasserted in the General Theory, where he states, “It is not the 
ownership of the instruments of production which it is important for the 
state to assume,” and also in his references to the “anti-Marxian socialism” 





“ Laissez-faire and Communism, pp. 47-48. 

® [bid., p. 99. 

*°“T am no Marxian. Yet I sufficiently recognize the greatness of Marx to be offended at 
seeing him classed with Silvio Gesell and Major Douglas.”—J. A. Schumpeter, in his review 
of Keynes’s General Theory in the Journal of the American Statistical Association, XXXI 
(1936), 791-95. 

™ For example, by Thorstein Veblen in Absentee Ownership and Business Enterprise in 
Recent Times ; the Case of America (New York: B.W. Huebsch, 1923) and by Adolf A. Berle 
and G. C. Means in The Modern Corporation and Private Property (New York and Chicago: 
Commerce Clearing House, 1932). 

® Laissez-faire and Communism, p. 64. 

” The Times (London), August 1, 1927, p. 7. 
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of Gesell. In spite of the high degree of government intervention involved in 
Keynes’s program, it is clear that he remained fundamentally an individual- 
ist in his economic and social philosophy. 

Keynes’s perspective on social and economic issues is also revealed by his 
attitude toward Soviet Russia. Following his visit there in the twenties, 
Keynes concluded that, if communism had a future, it was as a new religion 
and not as a more efficient form of economic organization. He appears to 
have been tremendously impressed with Soviet economic inefficiency : 


On the economic side I cannot perceive that Russian Communism has made any 
contribution to our economic problems of intellectual interest or scientific value. 
I do not think that it contains, or is likely to contain, any piece of useful eco- 
nomic technique which we could not apply, if we chose, with equal or greater 
success in a society which retained all the marks... . of British bourgeois ideals.” 


Nevertheless, Keynes thought what was happening in Soviet Russia was 
important, much more important, for example, than anything happening in 
the United States during the 1920’s. Communism, he thought, would survive 
in spite of its economic inefficiency because, unlike capitalism, it does not 
place economics and religion in separate compartments. Capitalism, wrote 
Keynes, “is absolutely irreligious, without internal union, without much 
public spirit, often, though not always, a mere congeries of possessors and 
pursuers. Such a system has to be immensely, not merely moderately, suc- 
cessful to survive.”” While expressing the belief that capitalism, rightly 
organized, is probably more efficient than any other form of economic or- 
ganization, capitalism is in itself highly objectionable on moral grounds. 
The businessman motivated by the “love of money” is tolerable as a means 
but not as an end. This feeling that contemporary capitalism is spiritually 
and morally bankrupt probably explains, at least in part, the psychological 
basis for Keynes’s consistent attacks upon the financial abuses and specu- 
lative orgies of this system. 

Here one finds in Keynes something of the Medieval schoolman, to whom 
avarice was a deadly sin. But as the later canonists found, there is a dilemma 
where private property renders indistinguishable the motives of speculation 
(finance) and enterprise (industry). The solution is a compromise which in 


* Laissez-faire and Communism, p. 130. There is no evidence from Keynes’s published 
writings that his fundamental skepticism of and dislike for the economic structure of Soviet 
Russia ever changed in any important respect. On the contrary, such positive evidence as 
exists in occasional references in his later writings indicates a continuation of his earlier bias. 
See General Theory, pp. 380, 381; How to Pay for the War, pp. 7, 53, 55. 
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the ideal society reduces all income to the reward for labor, including profit 
as a special type of wage, but eliminates “usury,” that is, income received 
from lending money.” Neither with the canonists nor with Keynes does 
the criticism extend to the institution of private property in the means of 
production. 

The historic significance of Keynes’s new political economy is that it 
furnishes the theoretical basis for a new liberalism, which, unlike classical 
liberalism, rejects laissez faire. The concept of a pre-established harmony of 
economic forces, which Eli Heckscher has described as the fundamental 
preconception of laissez faire, is absent from Keynes’s thinking. In this 
sense Keynes fits into the mercantilist tradition, which likewise uniformly 
lacked the postulate of pre-established harmony.” 

Because a private-property economy lacks pre-established harmony, so- 
cial controls are needed to prevent it from plunging to its own destruction. 
The greatest disharmony of laissez-faire capitalism is that full employment 
becomes increasingly difficult to attain with the progressive accumulation of 
wealth. “The richer the community,” says Keynes, “the wider will tend to be 
the gap between its actual and its potential production; and therefore the 
more obvious and outrageous the defects of the economic system.” This 
dilemma of poverty in the midst of potential plenty arises because the in- 
crease of wealth necessitates a greater quantity of investment, while at the 
same time accumulation weakens the inducement to invest. The dilemma is 
heightened because the power to consume is limited by the unequal distribu- 
tion of wealth which is characteristic of laissez-faire capitalism. 

The foregoing discussion has shown that Keynes was predisposed to be 
critical of orthodox economic policy and theory from the beginning of his 
career. The evolution of his position as a practical reformer went on more 
or less continuously from the time of his first important publication on 
Indian Currency and Finance. Although Keynes was critical of monetary 
and trade-cycle theory early in his career, the change in his position as a 
general economic theorist came rather abruptly in the period between his 
Treatise on Money in 1930 and his General Theory of Employment in 1936. 
After accepting, or at least tolerating, the orthodox principles of economics 
for fully twenty of his mature years, Keynes found himself during the finan- 
cial crisis of 1931 in a position where the breach between the policies he was 





“See R. H. Tawney, Religion and the Rise of Capitalism (Pelican Books, 1938), p. 48. 
For Keynes’s strictures on usury, see his General Theory, pp. 241, 340, 351-53. For Keynes’s 
acceptance of the labor theory of value, see the General Theory, pp. 213-14. 

“ Eli F. Heckscher, Mercantilism (London: G. Allen and Unwin, 1935), II, esp. pp. 316-24. 
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advocating and the principles upon which he had been nurtured became too 
great to tolerate longer. The old principles, particularly the theories of in- 
terest, money, and employment, were cast aside for a new set of doctrines 
in his General Theory. 

The general perspective from which Keynes projected both his earlier 
and his later theory and practice was that of liberalism. The essence of 
Keynesian liberalism is a criticism of financial capitalism, combined with 
a strong desire to establish an environment in which industrial capitalism, 
the system of private enterprise, can function. His work in this sense is 
essentially conservative and oriented toward a preservation of the status 
quo. 

The change in theory as a result of a change in views on policy by the 
outstanding economic thinker of the interwar period has a significance that 
extends beyond the person and period of Lord Keynes and the interwar 
years. 


University of Maryland Duptey DILiarp 














The Medici Bank 
Financial and Commercial Operations * 


CCORDING to the articles of association forming the Medici partner- 
A ships, the purpose of the banco in Florence and of the branches abroad 
was “to deal in exchange and in merchandise with the help of God and good 
fortune.” When we ask just what is meant by dealings in exchange and in 
merchandise, we are led to examine how the Medici raised the funds with 
which they operated, to study their role as fiscal agents of the papacy and 
lessees of the Tolfa alum mines, to consider the technique they used in inter- 
national banking, and to look into the reasons for their failure. The Medici 
did not innovate in international banking, they followed existing business 
practice ; but their records are an extremely valuable source of information, 
if only for the sake of comparison. Let us begin by finding out what is meant 
by dealings in exchange and then tackle the other problems. 


I 


Up to the middle of the seventeenth century, “banker” and “exchanger” 
were synonymous terms. Fare il banco and fare il cambio (“to engage in 
banking” and “to deal in exchange”’) were one and the same thing. Exchange, 
of course, refers to the trade in bills of exchange and not to the petty ex- 
change of one currency for another. Strangely enough, the mechanism of the 
Medieval money market has been generally misunderstood. One source of 
error is the widespread belief that in the Middle Ages bills of exchange were 
discounted as they are today. As a matter of fact there is not a single in- 
stance of a bill being discounted in the business records of the Medici or in 
those of other merchant bankers that I have examined. The modern practice 
was introduced in England about the middle of the seventeenth century, 
when the London goldsmiths began to discount domestic or “inland” bills. 
In the Middle Ages, all bills were foreign bills and always involved an ex- 
change transaction, whence the name, bill of “exchange.” 





* The first section of this study, “The Medici Bank: Organization and Management,” 
appeared in the May 1946 issue of THE JouRNAL. The concluding section, “The Decline of the 
Medici Bank,” will be published in the May 1947 issue. 

* Raymond de Roover, “Early Accounting Problems of Foreign Exchange,” The Account- 
ing Review, XIX (1944), 403. R. D. Richards, The Early History of Banking in England 
(London: P. S. King and Son, 1929), pp. 43-47, 236-37, mentions the development of inland 
bills but fails to stress the most important point, namely, that “inland” bills were discountable 
in seventeenth-century England, while “outland” bills were not. Richards also fails to explain 
of what “the business of exchange” really consisted. 
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Today a banker who discounts a bill knows his profit in advance, since 
interest is deducted at once from the face value of the bill. The borrower 
receives credit only for the face value minus the discount. Such a transaction 
would have been unlawful in the Middle Ages. It was usury to take a certain 
gain on a mutuum, that is, on a straight loan without “adventure of the 
principal.”* A mutuum was always gratis et amore, that is, free of charge. 
It would be wrong to assume that Medieval merchants disregarded and 
openly defied the canons of the church. The grip of the church on the minds 
of the faithful was very strong. Medieval merchants accepted the canonist 
doctrine as businessmen of later ages accepted mercantilism and the laissez- 
faire theories of Adam Smith and Ricardo.’ The Medici would have vigor- 
ously denied that they were manifest usurers. Perhaps they might have con- 
ceded that some of their transactions were dubious or on the border line 
between legitimate and illegitimate business. 

It is clear from the business records of the Medici and of other merchant 
bankers that bills were not discounted but were bought and sold at prices 
which were determined by the rate of exchange. The purchase of a bill in- 
volved both an exchange and a credit transaction, since the buyer or lender, 
usually called “deliverer” (datore), by giving a sum of money to a borrower 
or “taker” (prenditore), received in return an instrument which was pay- 
able at a future date and, of course, in a different place and in a different 
kind of currency.‘ As a rule, exchange dealings were confined to time bills. 
Because of the slowness of communications, even sight drafts were in effect 
time bills. Most Medieval bills, however, were payable at usance. Usance 
was three months between Italy and London, two months between Italy 
and Bruges, and one month between Bruges and London or Paris. 

Today the profit of the banker is certain, in the sense that interest is com- 
puted on a percentage basis. In the Middle Ages, however, his profit was 
uncertain, since it depended upon the unpredictable swing of the exchange 
rates.” Usually the lender gained and the borrower lost, but the reverse could 


* The principle that “an exchange transaction is not a straight loan” (cambium non est 
mutuum) was generally accepted by scholastic writers. 

* Cf. Armando Sapori, Mercatores (German trans., Milan: Garzanti, 1942), chap. v, “Der 
Kaufmann und die Religion,” pp. 127-48, esp. pp. 144 ff. 

“The word prenditore may cause confusion because its meaning changed in the seven- 
teenth century. From then onward the payee or beneficiary of a bill is called prenditore. Prior 
to the seventeenth century, however, prenditore referred to the person who received the value 
and made out the bill, that is, the drawer. 

5 Even in the seventeenth century, the Dutch writer J. Phoonsen pointed out that the un- 
certainty of gain was an essential feature of the exchange contract.—Les Loix et les coutumes 
du change des principales places de l’Europe (Amsterdam, 1715), p. 3. This contract was 
defined as follows: “Le change des marchands est un négoce d’argent que les marchands 








>Z- 
T- 
yn- 
ne 


m- 
Tas 


ge 
ld 


est 
Der 


en- 
‘jor 
lue 


in- 
nes 
vas 
nds 








The Medici Bank: Operations 155 





and did happen if the exchange rates for one reason or another were momen- 
tarily out of gear. Occasionally the banker or deliverer neither gained nor 
lost but just managed to break even. In the eyes of the churchmen this 
uncertainty of the lender’s profit justified exchange transactions. Careful 
analysis reveals, however, that “pure” interest was hidden in the exchange 
rates.” 

In the most important centers of Medieval Europe, there existed a bill 
market. The buying and selling of bills was done through brokers, and 
prices, that is, the exchange rates, depended upon the conditions of supply 
and demand prevailing in the money market.’ 

The mechanism of the Medieval money market is not easy to explain or 
to understand, because exchange transactions in the past were so very dif- 
ferent from what they are today. Each bill involved two markets: the one 
where it was issued and the one where it was payable. There were four 
different kinds of bills: (1) those drawn by a principal on his agent (2) or 
the reverse, and (3) those remitted by a principal to his agent (4) or the 
reverse. The words “principal” and “agent” have here a strictly technical 
meaning. For each single exchange transaction one had to determine who 
was acting as principal and who was acting as agent. The “principal” was the 
individual or the firm who initiated an exchange transaction and assumed 
the risk of any loss. The “agent” was the person or firm who carried out the 
orders from a foreign principal. The main office of the Medici bank in 
Florence could act either as agent or as principal of any of its branches. For 
example, the main office was acting as principal if it decided to draw on the 
Bruges branch, to remit to the Bruges branch, or ordered the Bruges branch 
either to draw or to remit. On the other hand, the main office was acting as 
agent if it drew, remitted, collected, or paid bills of exchange upon instruc- 
tions from the Bruges branch. 

Relations between the different branches of the Medici bank were the 
same with regard to bills between any two of them. One branch could act 





exercent d’une place sur une autre, ou d’une foire sur une autre, pour un gain incertain et 
casuel, et ce change est appelé par excellence change simple [italics mine].” Tommaso Buon- 
insegni, Dei cambi, trattato risolutissimo et utilissimo (Florence, 1573), fol. 5”. 

° An exposition of the theory of interest in exchange will be found in my study, “What is 
Dry Exchange? A Contribution to the Study of English Mercantilism,” The Journal of 
Political Economy, LII (1944), 250-66. 

7It is untrue “that bill-broking does not appear before the eighteenth century.”—Curt S. 
Gutkind, Cosimo de’ Medici, Pater Patriae, 1389-1464 (Oxford: The Clarendon Press, 1938), 
p. 281. The merchant manuals of the Middle Ages give the tariff of brokerage charges, and 
the account books of Medieval merchants often give the names of the brokers through whom 
bills were negotiated. 
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either as principal or as agent for another branch. Relations between the 
Medici bank and outsiders were on exactly the same basis : the Medici some- 
times acted as agents for other firms and sometimes as their principals. 

The principal opened to his agent a Nostro account in which were re- 
corded all exchange transactions carried out by the agent “for our account” 
(per nostro conto, that is, for the “principal’s” account). Nostro accounts 
usually represented balances held by correspondents abroad in their capac- 
ity of agents and in the currency of the foreign country. Nostro accounts 
were therefore kept in both local and foreign currency. When a Nostro 
account balanced in foreign currency but not in local currency, the differ- 
ence represented either a profit or a loss arising from exchange transactions. 
Such differences were transferred to Profit and Loss. 

In contrast to Nostro accounts, Vostro accounts were opened by bankers 
in their capacity of agents to foreign correspondents in their capacity of 
principals. Such accounts were used to record all bills which were bought, 
sold, paid, or collected for others, that is “for their account” (per loro conto) 
or “for your account” (per vostro conto). Vostro accounts represented 
balances held in local currency for foreign principals. Unlike the Nostro 
accounts, Vostro accounts had only one extension column, for the local 
currency, and did not require adjustment for exchange differences. Vostro 
accounts, on the other hand, frequently included charges for commission, 
brokerage, and consular fees.* 

The Medici dealt extensively in exchange. The surviving fragments of 
their account books contain countless items relating to bills of exchange. 
Their offices in different places acted sometimes as principals and sometimes 
as agents for each other or for outsiders. Each office or branch of the Medici 
bank opened a Noséro account to the main office as agent and a Vostro ac- 
count to the main office as principal, and did likewise for the other branches. 
For example, in the ledger of the Medici branch at Bruges, there is both a 
Nostro and a Vostro account open to the Medici firm at Venice: one is called 
Chosimo de’ Medici e compagni di Vinegia, per nostro chonto and the 
other, Chosimo de’ Medici e compagni di Vinegia, per loro chonto. 

To understand the mechanism of Medieval banking, it is essential to 
grasp the difference between Nostro and Vostro accounts. An example is 





*A detailed description of the mechanism of Nostro and Vostro accounts is given in my 
study, “Early Accounting Problems of Foreign Exchange,” The Accounting Review, XIX, 
381-407. 

* Florence, Archivio di Stato, Mediceo avanti il Principato, filza 134, no. 2, Fragment of a 
ledger belonging to the Bruges branch, 1441, fols. 241, 250. (Hereafter cited as A.S.F., Ledger 
of Medici Bruges branch.) 
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perhaps the best way of making this difference clear. Let us suppose that the 
Medici branch in Bruges remitted a bill to the Medici branch in Venice. 
Either the latter’s Nostro or Vostro account could be charged for this remit. 
tance, depending upon which branch was principal and which was agent in 
the given transaction. The Nostro account would be charged with the remit- 
tance if the Medici of Bruges had bought the bill with their own funds, but 
the bill would be written to the debit of the Vostro account if the purchase 
was made upon orders from Venice and with funds belonging to the Medici 
in that city. The two transactions were dissimilar in yet another respect. In 
the first case the Medici in Bruges would have increased their holdings in 
Venetian ducats. In the second case, however, the Medici in Venice would 
have reduced the balance, in Flemish currency, standing to their credit in 
Bruges. 

For the sake of clarity, it may be well to repeat that the purchase of a 
foreign bill involved an extension of credit as well as the acquisition of 
a claim on balances abroad. Medieval merchant bankers who made loans to - 
customers by buying their bills had to operate on at least two markets and 
sometimes on three. A banker who had bought a bill received credit abroad. 
The most advantageous use of such a credit was often the purchase of a 
second bill in order to bring home the money invested in the first bill. A 
transaction of this sort was called cambium et recambium and involved two 
bills instead of one: one for the exchange—from Venice to Bruges, for ex- 
ample—and one for the re-exchange—from Bruges to Venice. If the Medici 
in Venice bought a bill on Bruges, they would receive credit in Bruges at the 
end of two months. But their profit as bankers would remain indeterminate 
until they bought in Bruges a bill on Venice with the proceeds of the first 
bill. They could also draw on their balance in Bruges—by selling a bill 
on Bruges in Venice—but a draft was likely to be less profitable than a 
remittance. 

The fragment of the ledger of the Medici branch in Bruges contains many 
entries referring to transactions of this kind. For example, early in April 
1441, the Medici of Venice bought a bill on Bruges at the rate of 52 groats 
per Venetian ducat.” Two months later, when the bill matured, they received 
in Bruges 52 groats for each ducat. With the proceeds of this bill the Bruges 
branch, acting as agent for the Venice branch, bought a bill on Venice, pay- 
able at the end of two months, at the rate of 5114 groats per ducat. The 
Medici of Venice thus made a profit of one-half groat on each ducat over a 





* Exchange rates were quoted in so many groats, Flemish currency, per Venetian ducat or 
per florin, both in Bruges and in Venice or Florence, respectively. 
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period of four months, since they received 52 groats and paid only 51% 
groats per ducat. If the exchange rate in Bruges had been 52 groats instead 
of 51) groats per ducat, the Medici of Venice would have broken even be- 
cause they would have paid and received the same number of groats for each 
ducat. If the exchange rate in Bruges had been higher than 52 groats per 
ducat, the Medici of Venice would have incurred a loss instead of making a 
profit. 

Instead of waiting for a remittance from the Medici branch in Bruges, 
the Medici in Venice might have resold their Flemish exchange in Venice 
by drawing a bill on Bruges. In that case they would have lost, because the 
exchange rate in Venice actually rose from 52 groats to 54 groats per ducat 
in April and May 1441. In other words, they would have lost by drawing on 
Bruges, but they were still able to make a small profit of one-half groat by 
instructing the Bruges branch to remit. If the exchange had fallen below 
52 groats in Venice as well as in Bruges, the Medici in Venice would have 
gained in either case: whether they decided to draw or to remit. If the ex- 
change had risen above 52 groats in both these places, the Medici in Venice 
would have lost, regardless of what they decided to do. 

Changes et vents 
Changent souvent. 


Winds and exchange 
Often change. 


This saying was common among merchant bankers operating in the 
money market. The fact that commercial credit and exchange were welded 
together introduced a speculative element into the banking business by 
making profits depend upon the fickle behavior of the exchange rates.” It is 
not surprising that bankers watched exchange fluctuations very closely and 
tried to forecast the trends in the money market. The Medici received regu- 
lar reports from their correspondents about the state of the money market 
in different places. Their policy was apparently the same as that of other 
merchant bankers, that is, they tried to be deliverers where the money mar- 


* The banker usually gained but he lost occasionally when the money market was not in 
equilibrium. This point is clearly stated by Lodovico Guicciardini in his famous description 
of exchange transactions on the Antwerp bourse, found in his Descrittione di tutti i Paesi 
Bassi (Antwerp, 1567). In the better known French translation (by F. de Belleforest, 1582), 
the relevant passage is as follows: “.... et toutefoys cest usage de change ordinairement est 
non seulement tolérable, mais commode et de grand prouffit, et ne peut (suyvant que disent 
les Théologiens) , estant pratiqué deuément, porter nom de gain injuste: d’autant que le plus 
souvent on y gaigne peu et encor avec grand hasard et peril, et telle foys on y perd du fondz 
et principal de la chose.”—R. H. Tawney and Eileen Power, eds., Tudor Economic Docu- 
ments (London: Longmans, Green and Company, 1924), III, 160. 
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ket was “tight,” money was “dear,” and bills were “cheap,” and to be takers 
where money was plentiful and bills sold at a good price.” The game was 
risky, however. As communications were slow, conditions in foreign money 
markets were apt to have changed completely by the time letters reached 
their destination. Much reliance had to be placed therefore upon the judg- 
ment of the correspondents with whom the Medici kept their balances. 

Exchange transactions had one advantage: it was easy to spread risks by 
making no commitments beyond a certain sum and by being careful in pick- 
ing out reliable takers. Although bills were purchased outright and not 
discounted, the deliverer always had the right of recourse against the taker 
or drawer if the drawee failed to pay a bill at maturity. 

Takers were generally merchants, such as Andrea Barbarigo, who had 
little capital and borrowed by selling bills. Powerful merchant bankers, such 
as the Medici, the Pazzi, and the Strozzi, were usually lenders, but they 
occasionally became borrowers if they needed to replenish their foreign 
balances or if they expected the price of bills to fall. The Medici operated 
on the exchange not only with their own funds but also with the funds of 
depositors, mostly noblemen and other persons of wealth. Thus landowners 
and other people without any connection with business participated indi- 
rectly in the financing of foreign trade. 

Although the Medici professed to deal only in lawful exchange, several 
clear cases of dry exchange are found in the ledger of the Bruges branch.“ 
Dry exchange was a spurious exchange transaction which was actually a 
cloak for a straight loan. For example, the Medici of Venice would lend 
money to a borrower who did not have any foreign exchange to sell but who 
would be told to make out a bill on the Medici of Bruges payable to the 
same. When this bill arrived at maturity after two months, the Medici of 
Bruges would draw another bill on the same Venetian borrower for the value 
received from themselves and in favor of the Medici in Venice. The borrower 
had the use of the money lent during a period of four months, while the bills 
traveled from Venice to Bruges and thence back to Venice. He did not pay 
any fixed interest on the loan, but the exchange rates determined how much 





™ Tightness in the money market usually corresponded to a rising exchange in Venice and 
Florence and to a falling exchange in Bruges. When the tension lessened, the exchange tended 
to fall in Venice and Florence, but to rise in Bruges. 

* A fall in the price of bills corresponded to a rising exchange in Venice, since the taker 
promised to pay more in Flemish currency for each ducat received in Venice, and to a falling 
exchange in Bruges, since the taker there received less in Flemish currency for the promise to 
pay one ducat in Venice. 

“ A.S.F., Ledger of Medici Bruges branch, fols. 231 (account of Antonio di Niccold del 
Conte) and 242 (account of Piero Horco of Venice). 
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the lender would get as a profit or, occasionally, how much he would lose on 
the transaction.” Whether or not dry exchange was permissible was perhaps 
still a doubtful matter in the fifteenth century. One of the leading authori- 
ties on business ethics, San Antonino, Archbishop of Florence, was of the 
opinion that dry exchange was usury (usura est) because a profit was made 
on a mutuum or straight loan.” More than a hundred years later dry ex- 
change was officially condemned as usurious by a decretal promulgated by 
Pius V on February 5, 1571 (n.s.), in the sixth year of his pontificate.” 

Medieval bills of exchange were holograph documents, that is, they were 
written entirely in the hand of the maker.” Not all the members of the 
Medici staff had the right to make out bills. In the main office in Florence 
only the general manager (Francesco Ingherami) and the two assistant 
managers (Giovanni Benci and Tommaso Lapi) had this power, according 
to an entry in some kind of a bills-payable and bills-receivable register kept 
by the Medici.” Another register of the same sort contains a list of the corre- 
spondents whose hand (mano), not just signature, had to be honored.” There 
are examples of a drawee refusing to accept a bill because he was unable to 
identify the handwriting of the maker.” 


* In the case of three loans made to Antonio di Niccolé del Conte, the Medici just broke 
even in one instance and made a profit in the other two instances.—R. de Roover, “What is 
Dry Exchange?” The Journal of Political Economy, LII, 263 f. 

** The text of San Antonino is quoted by Amintore Fanfani, Le Origini dello spirito capi- 
talistico in Italia (Milan, 1933), p. 112. 

* Joannes Baptista Lupus, De usuris et commerciis illicitis (Venice, 1582), pp. 109 f., gives 
the text of the decretal which is cited or referred to by a great many other authors. 

*8 Abbott Payson Usher, The Early History of Deposit Banking in Mediterranean Europe 
(Harvard Economic Studies, No. Ixxv, Cambridge, 1943), I, 76 f. 

This register, dated 1455, is described by Heinrich Sieveking, Die Handlungsbiicher der 
Medici (Sitzungsberichte der Kais. Akademie der Wissenschaften in Wien, Philosophisch- 
historische Klasse, No. CLI, Vienna, 1905), p. 23, who reads into the text that Ingherami, 
Benci, and Lapi were three messengers who rode from one city to another delivering bills of 
exchange! He comments on the inadequacy of the postal service. In reality, the text lists the 
names of the manager and assistant managers in Florence who had the power to make out 
bills of exchange and against whose “handwriting” foreign correspondents could validly pay. 
For example, the firm Piero and Giovanni de’ Medici at Rome was expected to honor any 
bills issued by the bank in Florence and written in the hand of Giovanni Benci, Francesco 
Ingherami, or Tommaso Lapi (“A Roma, a Piero e Giovanni de’ Medici e Compagnia di 
corte, scrivemo che per noi anno a dare compimento .... per mano di Giovanni Benci, per 
mano di Francesco Ingherami, per mano di Tomaso Lapi’”’).—Florence, Archivio di Stato, 
Mediceo avanti il Principato, filza 134, no. 3, fol. 42. 

” The Italian text is per cui mano aremo a dare chonpimento.—Sieveking, Handlungs- 
biicher der Medici, p. 22. Sieveking believes that this passage also refers to messengers who 
came to Florence to present bills of exchange. The meaning of the text is entirely different. 

* Prato, Tuscany, Datini Archives, no. 854, Letter of the firm Giovanni Orlandini and 
Piero Benizi and Co. in Bruges to Francesco di Marco e Andrea di Bonanno in Genoa, dated 
September 3, 1400: “.... voi no gli avete promessi perché la lettera non era di mano di chi 
suole fare quelle del chanbio.” 
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It would be useless to search the Medici ledgers for an account called 
“Interest Income” or something equivalent. Profits from banking originated 
in differences in exchange rates, not in fixed interest charges. Such profits 
on exchange transactions were kept separate from trade profits and written 
to the credit of an account entitled Avanzi e Disavanzi di Bancho (“Profit 
and Loss on Banking’’).” The same practice was followed by other merchant 
bankers.” 

As an adjunct to the exchange business, the Medici branches sold letters 
of credit, chiefly on Rome, to travelers, pilgrims, ecclesiastics, and students, 
either going to Italy or residing there. As we have seen, such letters of credit 
were paid for in advance. The extant fragment of a ledger of the Bruges 
branch contains two or three examples of transactions of this sort. For in- 
stance, two letters of credit for a total of 500 ducats di camera were sold, in 
1441, to Master Anselm Fabri, deacon of the Church of Our Lady in Ant- 
werp, who resided in Rome because of his office at the Curia.” 


II 


The organization of international trade in the days of the Medici differed 
as much from that of the present day as did the banking system. The two 
main characteristics of Medieval trade were venture trading and lack of 
specialization. Both were the outcome of the conditions which prevailed in 
the Middle Ages and for a long time thereafter, up to the late eighteenth 
century.” As a rule, Medieval merchants were merchant adventurers who 
sought safety against high risks in the diversification of their ventures.” 
This diversification is well expressed by Antonio in Shakespeare’s Merchant 
of Venice (Act I, scene 1): 


Believe me no, I thank my fortune for it, 

My ventures are not in one bottom trusted, 
Nor to one place; nor is my whole estate 
Upon the fortune of this present year: 
Therefore my merchandise makes me not sad. 





* Sieveking, Handlungsbiicher der Medici, p. 35. 

*R. de Roover, “Early Accounting Problems of Foreign Exchange,” The Accounting 
Review, XTX, pp. 383, 394-98. 

* A.S.F., Ledger of Medici Bruges branch, fol. 245. Cf. Canon Floris Prims, “Heer Ansel- 
mus Fabri, onze tiende deken (1415-1449) ,” Antwerpiensa (Antwerp, 1938), XI, 19-26. 

*®N.S. B. Gras, Business and Capitalism: An Introduction to Business History (New 
York: F. S. Crofts and Company, 1939), p. 120. 

* The English merchant adventurers later formed a regulated company called the “Com- 
pany of Merchant Adventurers.” The term “merchant adventurers” does not apply only to 
the members of this company. 
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The Medici were no exception to the general rule. They also diversified 
their risks by dealing in a great many commodities, but the mainstay of 
their business was trade in certain staple products and luxury articles, such 
as wool, cloth, silk, alum, dyestuffs, spices, olive oil, and citrus fruits, for 
which there was a steady demand in the principal commercial centers. Risks 
were further spread by entering into joint ventures or “anonymous partner- 
ships” with other merchants.” In many cases the Medici refused to take any 
risks at all and were satisfied to sell consignments on a commission basis.* 
In some instances commodities were bought for others “on their account” 
and at their risk. For example, in 1441 the Medici branch in Venice bought 
common ginger for the Medici branch in Bruges. In the latter’s books the 
cost of the ginger in Venetian ducats was written to the credit of the Vostro 
account of the Venetian branch.” This entry shows clearly that the Medici 
branch in Venice was acting simply as agent for the Medici branch in 
Bruges. The invoice was evidently made out in ducats and payable in the 
same currency. The Medici branch in Venice did not run any risks, not even 
the risk of adverse exchange fluctuations. 

Today, in the overseas trade, the buyer usually seeks out the seller, and 
goods are not shipped without being sold. This is especially true of heavy 
equipment and manufactured products which are made to order according 
to the specifications of foreign buyers. In the Middle Ages,. however, the 
consignment trade was dominant because buyers wanted to inspect per- 
sonally the quality of the goods offered for sale and did not usually place 
orders in foreign countries. Because of the prevalence of this practice, it was 
up to the seller to find an outlet for his wares. Most Medieval merchants 
were adventurers in the sense that they sent their goods on consignment 
without knowing whether or not they would sell. It was the job of the con- 
signee to sell the consignor’s merchandise at the best price obtainable. Of 
course, Medieval merchants did not act blindly, since they received regular 
reports from their correspondents about market conditions abroad. Even so, 
“adventuring” involved many risks because the information was never up 


* Malachy Postelthwayt, “Anonymous Partnerships,” The Universal Dictionary of Trade 
and Commerce (2d ed.; London, 1757), I, 73. According to Postelthwayt, anonymous part- 
nerships were temporary partnerships in which the partners traded visibly in their own 
names. The persons who dealt with one of the partners were presumably unaware of the 
existence of a partnership. After conclusion of the venture, the partners settled accounts with 
each other and the partnership was dissolved. Cf. Gras, Business and Capitalism, p. 165. 

* For example, the Bruges branch sold almonds belonging to the firm Piero del Fede and 
Co. of Valencia at the Easter fair of Bergen-op-Zoom in 1441. At the same fair, the Bruges 
branch sold other almonds in which Piero del Fede and the Medici had a joint interest.— 
A.S.F., Ledger of Medici Bruges branch, fol. 232 (account of Piero del Fede and Co.). 

* Ibid., fol. 250. 
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to date and because decisions were based upon expectations which might or 
might not materialize. Scarcity and high prices often attracted excessive 
supplies and were followed by a glut on the market. If a merchant shipped 
goods to a place where there was a scarcity, he would frequently discover 
that others had been doing the same and had spoiled the market. 

Although the consignment trade was predominant, there were a few ex- 
ceptions to the rule. The tapestry trade was one of them. The Low Countries 
were the production center of tapestries which, in the fifteenth century, 
became the fashion. There were apparently two kinds of tapestries which 
differed both in kind and in quality. Those of the cheaper sort were called 
verdure (“greenery”) because they were covered with foliage of a simple 
design. Since the same pattern was repeated over and over again, these 
tapestries could be cut to fit the shape of any room, like wallpaper today. 
They were a staple article of export and were consigned to foreign dealers in 
the usual way. The same was not true of the more expensive tapestries of 
special design which were always made to order, often according to cartoons 
prepared by Italian artists.” Usually the tapestry makers were also given 
the dimensions of the panels which the tapestries had to fit." The Medici 
accepted such special orders and had them executed by the best tapestry 
makers in the Low Countries. Some of these tapestries were ordered by the 
senior partners themselves. Other orders were placed for reigning princes, 
cardinals, feudal lords, and other wealthy persons.” Probably the Medici 
earned only a commission on such orders. 

The case of tapestries is exceptional. Most of the time the Medici had to 
assume risks when trading on their own account. A good example of adven- 
turing is afforded by an account in the ledger of the Bruges branch for the 
year 1441. The account relates to one hundred bales of almonds which had 
been bought in Valencia on joint account by the firm Piero del Fede and Co. 
The partners in this joint venture were (1) the Medici branch in Bruges, 
(2) the firm Piero del Fede and Co. of Valencia, (3) Riccardo Davanzati 
and Co. of Barcelona and Bosco di Giovanni of Valencia. Each of the part- 
ners had a third interest in the venture. The account is very detailed and 
contains an itemized list of all the charges paid by the Medici branch of 
Bruges.“ 





*° Armand Grunzweig, Correspondance de la filiale de Bruges des Medici (Brussels, 1931), 
Part I, pp. 26, 28. This is henceforth cited with abbreviated title and page reference only, as 
Part II has not yet appeared. 

* Ibid., pp. 78 f. 

"In 1453, for example, the Medici bought tapestries for Astorre Manfredi, lord of Faenza. 
(They were not of the best design.) —Jbid., p. 26. 

* A.S.F., Ledger of Medici Bruges branch, fol. 246. 
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These charges included first of all £55 groat paid to the captain or the 
scribe of the Florentine galleys for freight from Valencia to Sluys, the sea- 
port of Bruges, and for pilotage in the harbor of Sluys. A rebate of £3 groat 
was granted because eleven bales had been damaged by water. In Sluys the 
one hundred bales were transshipped from the galleys into schuiten or 
barges and then conveyed by canal from Sluys to Bruges. The Medici paid 
in this connection the lighterage charges in Sluys, the customs of Damme, 
the freight charges from Sluys to Bruges, and the cartage charges from the 
quay to the warehouse in Bruges. Additional expenses were incurred on 
the eleven water-soaked bales, the contents of which had to be carried to an 
attic and spread out on the floor to dry. The Medici also paid all the ex- 
penses for freight charges, local tolls, storage, and cartage on several bales 
which were sent by water from Bruges to the fairs of Antwerp and Bergen- 
op-Zoom. The Medici further paid brokerage on sixty-nine bales sold by 
brokers, as well as the Catalan duties, and the Florentine consular fees in 
Bruges.” Since the bales of almonds were bought jointly with other mer- 
' chants, the Medici charged the venture for storage in their own warehouses 
and for their commission at the rate of 1.5 per cent. 

The hundred bales were sold as follows: 11 bales at the Easter fair of 
Bergen-op-Zoom, 20 bales at the summer fair of Antwerp, 17 bales to an 
Englishman named Thomas, 44 bales to local grocers in Bruges, 7 bales to 
a man from Brussels called Niccolo de Deril (Nicholas de Drijl), and one 
bale which the Medici kept for their own household. The prices obtained 
varied from £3 groat to £3 85. groat per carica of 400 pounds avoirdupois, 
Flemish weight.” The gross proceeds were £313 135. 5d. groat from which 
the Medici deducted £76 145. 3d. groat for their expenses. The net proceeds 
of £236 19s. 2d. groat were then divided among the partners: £39 9s. 11d. 
groat or one sixth to Riccardo Davanzati and Co. of Barcelona, £39 95. 
11d. groat or one sixth to Bosco di Giovanni of Valencia, and two thirds or 
£157 19s. 4d. groat to the Medici. It seems that one of the partners, Piero 
del Fede and Co., withdrew from the venture and sold his share for £79 7s. 
6d. groat to the Medici. The records are unfortunately incomplete. As there 
are no data available for the purchase cost of the almonds in Spain, it is 
impossible to determine the profit that the Medici branch of Bruges made 
on this venture. 





** The rate of the consular fees was one sterling or one-third groat per £ groat in 1441, 
according to the Medici records. This rate was raised to twelve mites or one-half groat per £ 
gr. in 1461 and to one groat per £ gr. in 1498. Armand Grunzweig, “Le Fonds du consulat 
de la mer aux archives de l’Etat a Florence,” Bulletin de l’Institut Historique Belge de Rome, 
X (1930), III, 120. 

* Franco Borlandi, ed., El Libro di mercatantie et usanze de’ paesi (Turin, 1936), p. 126. 
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It was the custom of Medieval merchants, including the Medici, to open 
a separate account for each venture. Such accounts were charged with all 
outlays, costs, and expenses, and credited with the proceeds from sales. The 
difference that remained after conclusion of the venture represented either 
a profit or a loss and was transferred to an account “Profit and Loss on Mer- 
chandise.” Thus profits from trade and from exchange were kept separate. 
This system of opening a separate account to each venture has been called 
“venture accounting” by accountants and students of the history of account- 
ing. Venture accounting eliminates the necessity of inventory valuation. 
Since records were generally kept according to this system, it is not surpris- 
ing that Paciolo and other early authors on bookkeeping are silent on the 
subject of inventory valuation. Neither is it surprising that there are no 
examples of it in the Medici records.” 

As the case of the one hundred bales of almonds shows, each consignment 
required considerable attention: shipping arrangements had to be made, 
warehouses hired, customs and transit charges paid, and prospective buyers 
approached. It was doubtless the job of the factors to attend to all these 
details. The role of the manager was probably to approve the bargains made 
by his subordinates and to see to it that the merchandise was sold as quickly 
as possible: the quicker the turnover, the greater were the returns on in- 
vested capital. 

Venture trading rested on confidence, because the principal had little 
control over his agents. At best he could check whether they were cheating 
him by selling under the market price or by keeping part of the proceeds. 
Since the Medici companies dealt preferably with one another, they prob- 
ably had less trouble than smaller merchants with this problem.” 


III 


The banco in Florence and all the Medici branches traded in commodities 
and dealt in exchange. In addition the Rome branch was fiscal agent of the 
Holy See, a function which included the collection of papal revenues, the 
payment of subsidies abroad, and the exploitation of the Tolfa alum mines. 
No business records of the Rome branch being extant, it is not possible to 
say much on the first two topics. 





* Cf. Frederic C. Lane, “Venture Accounting in Medieval Business Management,” Bulletin 
of the Business Historical Society, XIX (1945), 164-73. 

* Andrea Barbarigo had considerable trouble with an agent in Syria named Dolceto, who 
gave him unsatisfactory service.—Frederic C. Lane, Andrea Barbarigo, Merchant of Venice, 
1418-1449 (Baltimore: The Johns Hopkins Press, 1944), p. 109. 
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As fiscal agents of the Holy See, the Medici performed the same duties as 
the other bankers connected with the Camera Apostolica or papal treasury. 
It is not true that the bankers themselves collected the proceeds from in- 
dulgences or from taxes for the papacy. For the most part such contribu- 
tions were received by papal collectors, usually ecclesiastics of high rank 
appointed by the Pope. They turned over the receipts to the papal bankers 
who gave acquittance and promised to transmit the money to Rome.” Thus, 
Cristofano Spini, a factor of the Medici branch in Bruges, as proxy for 
Tommaso Portinari, acknowledged in a deed dated January 21, 1468 (n.s.) 
having received £1,773 105. 3d. groat from Luke de Tolentis, Papal Nuncio 
and Archdeacon of Curzola, and promised to transmit this sum to Rome and 
to deliver it there to the Pope or his accredited agents.” This document was 
probably sent to Rome by the collector and enabled the Camera Apostolica 
to receive credit for the equivalent of £1,773 ros. 3d. groat from the Medici 
branch at the papal court.” The Medici branch in Bruges simply wrote the 
sum received from Luke de Tolentis to the credit of the Medici branch in 
Rome or to that of the banco in Florence. In the absence of business records, 
it is impossible to know how the funds were eventually transferred from 
Bruges to Rome; probably not by shipping specie but by exchange. 

The Medici as papal bankers also received the bulls appointing new 
bishops. These bulls were delivered to the nominees upon payment of the 
annates. If the nominee delayed too long, the bull of nomination was re- 
turned to Rome. Once the Medici delivered a bull to the bishop of Nevers 
without having received full payment. As they had trouble collecting the 
unpaid balance, they threatened to write to Rome and to have the bishop 
excommunicated.” In another case, the Medici wrote to John Kemp, Cardi- 
nal and Archbishop of York, that they had secured the appointment of his 
nephew Thomas Kemp to the bishopric of London in preference to a rival 


*8 Cf. Yves Renouard, Les Relations des Papes d’Avignon et des compagnies commerciales 
et bancaires de 1316 a 1378 (Bibliotheque des Ecoles Frangaises d’Athénes et de Rome, Fasc. 
151, Paris, 1941), passim; F. Remy, Les grandes indulgences pontificales aux Pays-Bas a la 
fin du moyen age, 1300-1531 (Recueil de travaux publiés par les membres des Conférences 
d’Histoire et de Philologie, 2d series, XV, Louvain, 1928) , passim. 

* The Latin text of the acquittance and of Spini’s power of attorney was published by 
Adolf Gottlob, “Zwei ‘Instrumenta Cambii’ zur Uebermittelung von Ablassgeld (1468) ,” West- 
deutsche Zeitschrift fiir Geschichte und Kunst, XXIX (1910), 208. The English translation 
of the acquittance was published by William E. Lunt, Papal Revenues in the Middle Ages 
(Records of Civilization, No. XIX, New York: Columbia University Press, 1934) , II, 469-74. 
Luke de Tolentis was in the Low Countries to raise money for the Pope’s crusade against the 
Turks. Contributors were promised plenary indulgence after confession and penance. 

“ Georg Schneider, “Die finanziellen Beziehungen der florentinischen Bankiers zur Kirche 
von 1285 bis 1304,” Schmoller’s staats- und socialwissenschaftliche Forschungen, XVII 
(1900), 34; cf. Lunt, Papal Revenues, I, 52-54. 

“ Grunzweig, Correspondance, pp. xxiii, 1-4, 13-15. 
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candidate supported by Henry VI and William de la Pole, first Duke of 
Suffolk.“ The Medici probably had some reason to court the favor of John 
Kemp, but who would expect the appointment of bishops to fall within the 
range of a merchant’s activities ?® 

The papacy not only collected revenue abroad but also paid subsidies to 
foreign princes who had trouble with the Turks or with heretics such as the 
Hussites of Bohemia. Papal subsidies to Matthias Corvinus, King of Hun- 
gary (1458-1490), whose dominions were threatened by the Turks, were 
paid in bills of exchange on the Medici branch in Venice.“ There was no 
organized money market in as backward a country as Hungary. The bills 
were presumably paid either to the king’s agents or to Venetian merchants 
who traded in Hungary. 

The Medici probably allowed the Camera Apostolica to overdraw its 
account in anticipation of revenues. According to a settlement made in 
1473, the Medici were creditors of the Camera Apostolica to the extent of 
Fl. 62,918 di camera.” 

Through their connections at the papal court, the Medici were able in 
1466 to acquire an interest in the Societas Aluminum, a company which 
farmed the Tolfa alum mines. From then on the Medici strove to control 
the alum market in western Europe and to establish a monopoly. In the 
Middle Ages, alum was an essential product because of its general use as a 
mordant in the dyeing of textiles. Until the mid-fifteenth century, high- 
quality alum was produced almost exclusively in the Levant, and the Turks, 
in whose territory the mines were located, exacted excessive royalties. There 
were a few alum deposits in Christendom, but their output was of poor 
quality. The mines of Ischia, a small island off the Italian coast near Naples, 
alone produced a somewhat better grade of alum. This was the situation 
when, in 1459, rich deposits of high-quality alum were discovered by one 
Giovanni de Castro at Tolfa near Civitavecchia in the Papal States.” 





“ The firm Piero de’ Medici and Co. in Bruges to the Cardinal of York, December 5, 1448 
(ibid., pp. 13-15). Cf. T. F. Tout, “John Kemp,” Dictionary of National Biography, XXX, 
387. 

“ The Medici agents also concerned themselves with the hiring of tenors and the recruiting 
of choir boys for the Sistine Chapel and even participated in the hunt for lost classics. Grun- 
zweig, Correspondance, p. xxiii; Sieveking, Handlungsbiicher der Medici, p. 28. 

“ Gottlob, “Zwei ‘Instrumenta Cambii’ zur Uebermittelung,” Westdeutsche Zeitschrift, 
XXIX, 205. 

“Lunt, Papal Revenues, I, 322-23. 

“ G. Zippel, “L’Allume di Tolfa e il suo commercio,” Archivio della R. Societa Romana di 
Storia Patria, XXX (1907), 5-51, 389-461; Jakob Strieder, Studien zur Geschichte kapi- 
talistischer Organisationsformen (Munich, 1925), pp. 168-83; Roman Piotrowski, Cartels 
and Trusts: Their Origin and Historical Development from the Economic and Legal Aspects 
(London: G. Allen and Unwin, 1933), pp. 153-59. 
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According to the agreement of 1466, the Societas Aluminum, in which the 
Medici had become partners, took over the exploitation of the Tolfa mines 
and the sale of the entire output but agreed to pay a royalty of two ducats to 
the Camera Apostolica for each cantaro of alum taken from the papal ware- 
houses in Civitavecchia.” All the alum mined at Tolfa was to be stored in 
those warehouses in order to prevent any leakage to the detriment of the 
papal treasury. Nothing could be taken from the warehouses except in the 
presence of a papal official. In addition to the royalty, the Camera Apos- 
tolica was to receive two thirds of all extra profits. 

The next step was to get rid of the competition of Turkish alum. The Pope 
did not hesitate to use his spiritual powers to attain this aim. The income 
which the Camera Apostolica derived from the Tolfa mines was earmarked 
for the crusade against the Turks and the Hussite heretics of Bohemia. As a 
logical consequence, to trade in Turkish alum was unquestionably to give 
aid to the infidel and deprive the crusade of financial support. The Pope, 
therefore, forbade the importation of Turkish alum in all Christian lands. 
Those who disregarded this prohibition were liable to ecclesiastical cen- 
sures. Cargoes of Turkish alum were declared contraband and were seizable 
by anyone either in port or on the high seas, but the lessees of the Tolfa 
mines and the papal treasury claimed a share of the prizes. 

The only remaining competition was that of the Ischia mines in the king- 
dom of Naples. In order to do away with this competitor, too, the Rome 
branch of the Medici in 1470 entered into a twenty-five-year cartel agree- 
ment with the farmer of the Ischia mines. The deal received the approval of 
the Pope and of the King of Naples as owners of the Tolfa and Ischia mines 
respectively. The purpose of the agreement was avowedly to suppress ruin- 
ous competition, “because the oversupply of alum had depressed prices.”* 
In reality, the parties to the contract intended to establish a monopoly, to 
restrict output, to keep up prices, and to regulate the sale of alum according 
to a quota system. 

The agreement stipulated that the exploitation of the mines should re- 
main in the hands of the lessees but it forbade them to sell independently 
without each other’s knowledge. The proceeds of all sales were to be divided 
equally between the two members of the cartel, unless one of them was 
unable to supply his full quota. In such a case profits were to be shared 
proportionately to the quota actually supplied by each member. 





“ Strieder, Studien, p. 170. Zippel, “L’Allume di Tolfa,” Archivio della Societé Romana, 
XXX, 405, analyzes in detail the contract of 1466. The royalty was later reduced to one ducat 
per cantaro. The cantaro was a unit of weight of about 150 lbs. avoirdupois. 

“ Strieder, Studien, p. 176; Piotrowski, Cartels, pp. 155 f. 
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The two contracting parties agreed to sell only at the price fixed by the 
cartel. If one of them sold below that price he had to make good the loss 
incurred by the other party. 

The cartel agreement became effective immediately, but certain excep- 
tions were made with respect to the stores of alum which the lessees of the 
papal mines had accumulated in Flanders and in Venice. The agreement did 
not apply to these two markets until the existing stocks had been sold. In 
the meantime the other party was to receive one sixth of the profits as 
compensation. 

Any violation of the cartel agreement entailed a penalty of fifty thousand 
ducats. The payment of this enormous fine did not relieve the offender from 
his obligation to comply with the terms of the cartel agreement. 

The contract of 1470 was much more than an attempt to “corner” the 
market. The long duration of the contract and its detailed provisions make 
it a full-fledged cartel agreement, although some economists will maintain, 
against all evidence, that cartels are a modern phenomenon and did not exist 
prior to 1873.” Those are, of course, the same people who believe that busi- 
ness cycles are a product of the Industrial Revolution and that, prior to that 
time, there was no alternation of good and bad times of a “recurrent” or 
“cyclical” character.® 

It is difficult to deny that the formation of the alum cartel was incon- 
sistent with the teachings of the church.” The canonist writers were out- 
spoken in their condemnation of monopoly. They knew very well that a 
monopolist restricts output and raises his price “for his own private gain and 
benefit” and “in prejudice of the public.”” The papacy was not unaware of 





“ Piotrowski, Cartels, pp. 11-86. 

James Arthur Estey, Business Cycles; Their Nature, Cause, and Control (New York: 
Prentice-Hall, 1941), pp. 45-47, gives a characteristic formulation of this theory: business 
cycles do not antedate the Napoleonic Wars; prior to that time business fluctuations did not 
follow “a recognizable pattern” and were not caused by factors “inherent” in the economic 
system. Joseph A. Schumpeter is a notable exception among the theorists of business cycles. 
He stresses the importance of “external” factors and admits that business cycles have a long 
history —Business Cycles; A Theoretical, Historical, and Statistical Analysis of the Capitalist 
Process (New York: McGraw-Hill Book Company, 1939), I, pp. 220 ff. The merchant man- 
uals of the Middle Ages refer repeatedly and emphatically to seasonal variations in the money 
market which followed a definite and well-known pattern. Are seasonal variations not of 
a recurrent, cyclical, or rhythmic character? If they are seasonal, they must necessarily be 
recurrent. 

A. Fanfani, Le Origini dello spirito capitalistico in Italia (Milan, 1933), pp. 109, 110, 
123, quotes San Antonino, Archbishop of Florence, San Bernardino of Siena, and Tommaso 
de Vio, better known as Cardinal Cajetan, who all condemn monopoly as a violation of com- 
mutative justice and of the just price. Cf. Strieder, Studien, p. 162; Piotrowski, Cartels, pp. 
154 f. 

" Cf. George O’Brien, An Essay on Medieval Economic Teaching (London: Longmans, 
Green and Company, 1920), p. 124. 
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the discrepancy between its policy in the matter of the alum cartel and the 
doctrines professed by the church in the matter of social ethics. The Curia 
condoned its policy with regard to the alum cartel on the questionable prin- 
ciple that the end justifies the means.” 

The cartel was only a partial success because of the opposition of vested 
interests and the ineffectiveness of the ban on Turkish alum. True, the price 
of alum increased considerably, but this very increase encouraged interlop- 
ing. The Pope resoried to diplomacy in order to stop the evasion of his 
decrees. He tried in vain to secure legislation against the introduction of 
Turkish alum in England, Flanders, and Venice.* In England the Pope’s 
emissaries made no headway, probably because Edward IV, whose throne 
was by no means secure, could not afford to antagonize the English mer- 
chants and the clothiers who were violently opposed to the alum monopoly. 

In Venice the Curia succeeded in 1469 in concluding an agreement with 
Bartolomeo Giorgio, the main dealer in alum, by giving him the exclusive 
right of selling papal alum in Venetian territory, Lombardy, Romagna, 
southern Germany, and Austria. In return for this concession, he pledged 
himself to exclude Turkish alum from the Venetian market and to take 
6,000 cantari a year of the rival, papal product.” The conclusion of this 
agreement was undoubtedly facilitated by the fact that Venice was at war 
with the Turks from 1463 to 1479. 

In Flanders the papal envoys could count on the support of Tommaso 
Portinari who was of the Duke’s council. As long as Philip the Good was 
alive the negotiations made little progress, but Portinari was a favorite of 
Charles the Bold, Philip’s son and successor. After he came to power, in 
1467, the negotiations progressed more satisfactorily. A treaty was signed 
on May 4, 1468, by which the Duke prohibited the importation of Turkish 
alum and was to receive 6s. groat for each cantaro of papal alum imported 
into the Low Countries. A clause of the treaty provided that the cartel could 
not charge more than the price at which alum of whatever origin was sold 
in neighboring states. Despite this clause, which protected the consumer 
against unfair competition, the treaty had to be shelved because it aroused 
so much opposition on the part of the representatives of the towns in the 





The canonists considered a monopoly privileged by the state as lawful. Moreover, they 
did not question the right of the state to levy tolls and to put indirect taxes on commodities. 
The papacy could justify its action on these grounds. 

* Zippel, “L’Allume di Tolfa,” Archivio della Societa Romana, XXX, 47-49, 389-98; 
Strieder, Studien, pp. 178-80. 

© The same Bartolomeo Giorgio had been the farmer of the alum mines in Asia Minor up 
to 1463, when he had to leave Turkey because of the war. W. Heyd, Histoire du commerce 
du Levant (Leipzig, 1923), II, 328. 
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Estates General. A new plenipotentiary, Tommaso di Vincenti da Fana, was 
sent by the Pope to the Low Countries to demand the fulfillment of the 
agreement and the exclusion of Turkish alum. His mission was a failure. 
The opposition to the cartel did not subside; it continued unabated all 
through the reign of Charles the Bold.” 

There are indications that alum from Asia Minor and from the Barbary 
Coast continued to be imported into the Low Countries in competition with 
papal alum. One of the principal importers was apparently the Florentine 
banking house of the Pazzi, the great rivals of the Medici in business as well 
as in politics.” 

Persistent competition and opposition from organized consumer groups 
were not the only difficulties encountered by the cartel. There were admin- 
istrative problems, too. Lack of co-ordination was one source of trouble. 
The Bruges branch of the Medici apparently sold the alum on commission 
for the Rome branch. The two branches came into conflict as early as 1464, 
even before the formation of the cartel. Already at that time the Medici 
were trying to control the market for alum. Roberto Martelli, the manager 
of the Rome branch, was apparently so dissatisfied with the Medici com- 
pany in Bruges that he sent as a special agent to Flanders a Sienese by the 
name of Niccolo Spanocchi. 

Martelli’s impatience, according to Portinari, was not justified. In his 
opinion the papal mines produced excessive quantities of alum so that it 
was almost impossible to maintain prices. No more alum should be shipped 
to Bruges until the existing stocks were sold. The Pope, Portinari thought, 
should follow the example of the Genoese who, when they controlled the 
alum mines of Asia Minor, had known how to adjust supply to demand. 
Portinari further complained that Spanocchi had so little experience that, 
if he had been in charge of the sale of alum, prices would have fallen to one 
third of those obtained by the Bruges branch. Portinari stressed that able 
management (buon governo) was required in order to prevent competitors 
from breaking in, and that prices would never recover if they were allowed 
to sag. 

It appears from later letters that Spanocchi’s presence in Bruges did more 
harm than good. Angelo Tani and Tommaso Portinari were glad that new 
shipments of alum were not consigned to Spanocchi, as Roberto Martelli 





® Grunzweig, Correspondance, pp. xxi f. 

“L. Gilliodts-van Severen, Cartulaire de l’Estaple (Bruges, 1905), II, 164, No. 1108; 229, 
No. 1189. 

6 Tommaso Portinari to Cosimo de’ Medici, February 15, 1464 (n.s.). —Grunzweig, Corres- 
pondance, pp. 106 f. 
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had announced ; otherwise it would have been difficult to maintain prices.” 
The newly arrived alum was expected to sell quickly provided none came to 
Bruges from other sources.” The Bruges branch hoped that Cosimo would 
give them a share in the alum business instead of only a commission.” In 
another letter, Spanocchi’s recall was requested, and Portinari again stressed 
that the dissatisfaction of the Rome branch was without foundation.” 

The alum cartel was dissolved in 1478 when Sixtus IV confiscated all 
Medici property in the Papal States, after the failure of the Pazzi con- 
spiracy.” The Medici never regained control of the alum market, although 
part of their claims on the Camera Apostolica were later paid by assignment 
on the output of the Tolfa mines.” 

The alum cartel was an early manifestation of a new development. Prior 
to the fifteenth century, the sedentary merchants did not have enough capi- 
tal to establish permanent monopolies. It is true that corners were fairly 
common, but they did not outlast the first change in market conditions. 
The appearance of powerful banking houses with a network of branches 
and correspondents made it possible for one firm to gain monopoly control 
or for several firms to form combinations “in restraint of trade.” This new 
trend gained momentum during the sixteenth century with the mining 
cartels sponsored by the Fuggers and reached a climax in the seventeenth 
century with the development of joint-stock companies and the monopolistic 
organization of colonial trade.” 


Wells College RAYMOND DE ROOVER 


*° Tommaso Portinari and Angelo Tani to Cosimo de’ Medici, March 28, 1464.—Ibid., 
, EES. 
Pe One should not forget that the war between Venice and the Turks probably prevented 
the arrival of Turkish alum. 

Tommaso Portinari and Angelo Tani to Cosimo de’ Medici, April 29, 1464.—Ibid., 
pp. 118 f. 

* Tommaso Portinari to Cosimo de’ Medici, May 14, 1464.—Ibid., p. 132. The letters after 
1464 contain more about the alum business.—/bid., p. xxii. Their publication as Volume II of 
the Correspondance has been delayed by the war. 

* Strieder, Studien, p. 180, The Medici were replaced by the Genoese firm Domenico Cen- 
turioni and Giovanni Doria and Co. 

* Zippel, “L’Allume di Tolfa,” Archivio della Societa Romana, XXX, 415. 

® Gras, Business and Capitalism, p. 123, remarks that this development should be made 
the object of further study. 





The Spring-Wheat Farmer in a Maturing 
Economy 1870-1920 
I 


HE spring-wheat region, stretching from central Minnesota across the 

Dakotas and into Montana, has been the seat of much unrest owing to 
its unbalanced development from 1870 to 1920. It was colonized by seekers 
of the proverbial “free home” and fabulous profits to be had by raising 
wheat. As a result many farmers assumed burdensome economic ties and fell 
victims to over-optimism. Their difficulties were due to a variety of complex 
factors, some within and others outside their control; yet, one trend stood 
out noticeably : the grain growers persisted in a ruinous, anarchistic form of 
competition, whereas among the merchants and their powerful allies com- 
petition was closely regulated.’ 

From the start the numerous agencies which promoted the settlement of 
the region fostered this ruinous competition. Rapid exploitation of the 
country was encouraged by the federal land programs—the Homestead, 
Timber Culture, and Pre-emption Acts,’ the colonizing activities of the 
railroads,’ state and territorial immigration commissions,‘ real-estate agents, 


our federal immigration policies, the “go-West young man” tradition, im- 
provements in agricultural machinery, a growing export market, the revolu- 
tion in milling which made possible superior flour from spring wheat, and 
the activities of the agricultural colleges, experiment stations, and private 
agencies, not to mention the exhortation of poets and politicians to “take” 
to the country.” Delusions of quick profits were encouraged by the bonanza 


* Yearbook of the United States Department of Agriculture, 1914, pp. 393-97; John H. 
Rich, The Economic Position of Agriculture in the Northwestern Grain Raising Areas (Wash- 
ington, 1923) ; The Senate Committee on Agriculture and Forestry, Agricultural Depression; 
Causes and Remedies, Senate Report No. 787, 53d Congress, 3d Session (1894), pp. 25-26, 
36-37; Federal Trade Commission, The Grain Trade (Washington, 1920-26), II, 148-52. 

* Commissioner of Immigration, Territory of Dakota, Resources of Dakota, 1887 (Pierre, 
Dakota Territory, 1887), pp. 280-87; O. H. Holt, Dakota (Chicago, 1885), pp. 9-10. 

*J. B. Hedges, “The Colonization Work of the Northern Pacific Railroad,” Mississippi 
Valley Historical Review, XIII (1927), 311-42; J. B. Power, “Bits of History Connected with 
the Early Days of the Northern Pacific Railway and the Organization of Its Land Depart- 
ment,” Collections of the State Historical Society of North Dakota, III (1910), 337-48; 
North Dakota Commissioner of Agriculture and Labor, North Dakota, Resources and Ad- 
vantages (Bismarck, 1892). 

* Biennial Report of the Commissioner of Agriculture and Labor to the Twelfth Legislative 
Assembly on Problems of Immigration for the Term Ending December 31, 1910 (Bismarck, 
1910), pp. 4-5, 12; Commissioner of Agriculture and Labor, North Dakota, 1889-1914, The 
Making of a State (Bismarck, n.d.), p. 20. 

*Earle Ross, “Roosevelt and Agriculture,” Mississippi Valley Historical Review, XIV 
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farms, really factory farms, sponsored by or in co-operation with railroad 
interests. Backed by abundant capital, these farms were operated by skilled 
managers using the most modern methods and implements and farming the 
most fertile lands.° 

Prospective settlers were bombarded with persuasive arguments for rais- 
ing wheat. They were told that the demand for hard spring wheat was grow- 
ing : it had a greater dryness and albuminoid content, produced more bread 
per bushel than did any other type, and was used by the Minneapolis millers 
whose flour had gained favor in the eastern market and western Europe.’ The 
ease with which it was possible to obtain title was emphasized. In 1885, a 
Dakota publication pointed out that of the three types of government lands 
available in the territory, two, those to be had under the Homestead and 
Timber Culture Acts, required only the payment of small office fees for the 
acquisition of title. Railroad lands could be bought quite cheaply, also. The 
price of Northern Pacific lands ranged from $2.60 to $6.00 per acre. Prices 
of government lands ranged from $1.25 to $2.50 per acre; the price differ- 
entials depended upon whether or not the settler wished to be nearer the 
railroad.* 

These arguments by no means exhaust the list. Sufferers from “pulmon- 
ary, bronchial and malarial diseases,” “dyspeptic, hollow-chested young 
men from the East,” and “young ladies . . . . suffering from neurasthenia and 
ennui [who] would get health by a short residence in Dakota—as well as a 
husband, perhaps, with a slice of government land ....” were asked to come.’ 
The point that wheat raising provided the farmers with ample leisure time, 
despite the fact that farmers, with few exceptions, believed themselves 
working from sunrise to sunset, day in and day out, was offered as another 
inducement ; seeding, harvesting, and threshing were the busy periods ; the 





(1928), 287-88; Russell C. Engberg, Industrial Prosperity and the Farmer (New York: The 
Macmillan Company, 1927), p. 25; Wilson Gee, The Place of Agriculture in American Life 
(New York: The Macmillan Company, 1930), pp. 9-10; Theodore Blegen, “The Competition 
of the Northwestern States for Immigrants,” Wisconsin Magazine of History, III (1920), 
3-29; Thomas N. Carver, “Historical Sketch of American Agriculture,” in L. H. Bailey, ed., 
Cyclopaedia of American Agriculture (New York, 1910), IV, 65. 

° Coulter, “Bonanza Farms and the One Crop System of Agriculture,” in Industrial History 
of the Valley of the Red River of the North (Bismarck, n.d.), pp. 43-70. Reprinted from 
Collections of the State Historical Society of North Dakota, III (1910). 

*F. H. Hagerty, The Territory of Dakota, The State of North Dakota, The State of South 
Dakota, An Official Statistical, Historical and Political Abstract (Aberdeen, 1889) , pp. 72-73; 
Twenty-second Annual Report of the Chamber of Commerce (Minneapolis, 1904), p. 13. 

® Holt, Dakota, pp. 9-11. 

* Hagerty, Territory of Dakota, pp. 61-63. 
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rest of the time was their own.” Their labor requirements were seasonal.” 
Theoretically, returns from the sale of two or three crops recouped them for 
the cost of their land; whereas constantly rising land values promised to 
compensate them for the damaging effects of single-crop farming.” 

Real-estate agents demonstrated with “pencil and paper” the advantages 
of farm life.” Farmers enjoyed lower living costs than did city people; they 
lived at their place of business and had no additional expenses for maintain- 
ing a home; cash was needed to a lesser degree by farmers than by city 
people, for most of their livelihood was obtained from the farm ; food fresh 
from the farm was superior and the atmosphere healthier.“ In 1895, the 
Northwest was advertised as being capable of supporting a hundred times 
its present population. “Come to the great Bread Basket of the World. 
Come, ye, and eat!” was the admonition.” 

Bigger and better production became the dominant theme because many 
farmers believed that the bigger the crop the bigger the profits. James J. 
Hill, president of the Great Northern Railway Company, was an outspoken 
advocate of greater production. Farmers were told that the demand for 
wheat exceeded the supply. Increases in domestic population, decreases in 
the per acre yield, and growing foreign demand promised to bring premium 
prices to wheat raisers.” In 1910, pride was expressed because more than 
one half the counties in North Dakota raised more than a million bushels. 
They were “wheat millionaires,” a class which all counties in the state were 
expected to join.” The Better Farming Association of North Dakota re- 
flected the philosophy of bigger and better production.” 


* John M. Gillette, Constructive Rural Sociology (New York: Sturgis and Walton Com- 
pany, 1913), p. 22. 

“ Christopher C. Andrews, The Condition and Needs of Spring Wheat Culture in the 
Northwest, United States Department of Agriculture, Special Report No. 40, 1882, pp. 41-43. 

J. Mavor, “Economic Results of the Specialist Production and Marketing of Wheat,” 
Political Science Quarterly, XXVI (1911), 370; North Dakota Magazine, I (1906), 30-31. 
According to the last source, “One season’s crop generally pays for the land and leaves a 
snug sum besides.” 

%#%E. A. Goldenweiser, The Farmers’ Income, U.S.D.A. Farmers’ Bulletin, No. 746, 1916, 
pp. 1-2. 

“ George W. Kingsbury, History of Dakota Territory (Chicago: S. J. Clarke Publishing 
Company, 1915), II, 1,030. 

* Farming Lands of the Soo Line in Minnesota and North Dakota (Minneapolis, 1895), 
pp. 8, 11, 18. 

© James J. Hill, “Proper Land Cultivation and Production,” The Quarterly Journal of the 
University of North Dakota, I (1911), Special Number, pp. 112-19. 

” North Dakota Magazine, IV (1910), 105. 

** A.C. True, A History of Agricultural Extension Work in the United States, 1785-1923, 
U.S.D.A., Miscellaneous Publications, No. 15, 1928, pp. 75-76, 85-86, 92-93. 
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It was difficult for the farmers to raise crops other than wheat. Their 
individualism was hardly sufficient to counteract the group pressures that 
drove them on to raise more and more wheat; these pressures and lack of 
the capital that was needed for a diversified agriculture inevitably led to 
rapid increases in production. By 1899, Montana, North Dakota, and South 
Dakota ranked first, second, and fourth among the wheat-producing states 
of the nation ; together they produced 30 per cent of the wheat.” The expan- 
sion of the war years, 1915-1918, was even greater ; the increase in the four 
states amounted to 16,553,000 acres annually. Once the war was over, how- 
ever, there was no one with authority to tell the farmers to reduce acreages 
to a normal basis.” In 1921, more than one half, and in large areas over 80 
per cent, of the farmers in many northern states raised wheat, which meant 
that prices affected the entire communities that depended on the crop.” 

The settlers were hardly of a type to apply managerial skills on a wide 
scale. Efforts had been made to attract thrifty, responsible, and successful 
settlers, with an emphasis in many communities on “Americanism,” a form 
of prairie xenophobia that still survives.” Many who came were qualified 
men, but many others had had difficulties in older farming communities. 
The settlers were not compelled to demonstrate any proficiency as man- 
agers; the railroads and the government sold land to anyone capable of 
meeting the minimum financial requirements. There were no rigid regula- 
tions for admission into the ranks of the wheat producers, as there were for 
the purchasers and sellers of the farmers’ grain who sought membership in 
the Minneapolis Chamber of Commerce. 

During the First World War abnormally high prices had accelerated the 
movement of many “nonfarmers” and “misfits” onto marginal and sub- 
marginal lands. Eastern Montana was one scene of such migrations. Investi- 
gators discovered there that in the areas of greatest failure 51 per cent of 
those who came to take up land were without capital. Sixty-three occupa- 
tions other than farming were represented. “There were two circus musi- 
cians, a paper hanger, a sailor, a sea-going engineer, two wrestlers, two 
barbers, a cigar maker, a race horse man, a bricklayer, an undertaker, a 


*US.D.A., Yearbook, 1921, pp. 94, 96. 

» Rich, Economic Position of Agriculture, p. 9. 

*US.D.A., Yearbook, 1921, p. 77. 

2 North Dakota, Its Development and Resources, Being a Statement Submitted to the 
Committee on Territories of the Two Houses of Congress in January, 1882 (Washington, 
1882), p. 8; Holt, Dakota, p. 16. In 1885, Holt wrote that, except for the “industrious Scan- 
dinavians” and “sprinklings of Germans,” the population was almost go per cent American. 
“,.. Dakota has drawn from the older States the best blood that flows in American veins.” 
Reference was also made to “American Dakotians.”—Coulter, Industrial History of the Valley 
of the Red River of the North, pp. 116-18. 
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deep-sea diver, six ‘old maids,’ a milliner, and a professional gambler.”* The 
general result was a “hasty and pell-mell outpouring of . . . . land grabbers 
.... Upon an extra-ordinary stretch of virgin land... . not a seasoned eco- 
nomic development upon lines of careful planning with due regard to costs, 
prices, and return to labor and investment.” 

Especially tragic was the encouragement given to farming marginal and 
submarginal lands.” The Commissioner of Immigration for North Dakota 
maintained that the land in the western part of the state produced “the best 
milling wheat.”” One railroad company with lands there said that such 
lands could be farmed profitably, if the farmers took into account the char- 
acter of the soil, the rainfall, the value of the crop, and the distribution of 
labor throughout the year.” This was true as far as it went ; the trouble was 
that the settlers coming to such lands were of the very type which failed to 
farm intelligently. 

Credit became indispensable in a system which had attracted settlers with 
a minimum of capital, and in the final analysis perhaps this credit was made 
available too readily.* Easily obtained credit encouraged investments in 
more land. Many farmers and speculators who were in a position to pay off 
their mortgages preferred to “keep their original purchase incumbered in 
order to have money to buy additional lands.” This practice became wide- 
spread during the war years. Financial institutions showed little disposition 
to create reserves of cash deposits or liquid assets. The loans and discounts 
of the commercial banks in the four states—Minnesota, North Dakota, 
South Dakota, and Montana—increased from $543,910,000 on June 30, 
1913, to $1,290,996,000 on June 30, 1921, an increase of 137.4 per cent. There 
were 3,875 banks in the district before the price drop of 1920; “.... North 
Dakota had five banks where one would have been sufficient, South Dakota 
four, Montana three, Minnesota twice as many as the national average... .”” 

The interest that the farmers paid was burdensome. In 1887, the legal rate 





* Rich, Economic Position of Agriculture, p. 7. 

* Edwin G. Nourse, American Agriculture and the European Market (New York: Mc- 
Graw-Hill Book Company, 1924), p. 28. 

*® Mary H. Lapham, Soil Survey of Western North Dakota (Washington, 1910), pp. 26-29. 

* Commissioner of Agriculture and Labor, North Dakota, 1889-1914, The Making of a 
State (n.p., n.d.), p. 16. 

* Northern Pacific Railway, Western North Dakota (n.p., 1915), p. 5. 

* John W. Scott, “The Pioneer Farmer,” The Quarterly Journal of the University of North 
Dakota, XIII (1923), 292; The James River Valley Settlers and Investors Guide (n.p., n.d.), 
p. 6. Note the advice offered: “People that come here need no great amount of money or 
influential friends for in this glorious country one man is just as good as another, all he needs 
is grit and muscle.” 

” Report of the United States Industrial Commission, X (1901), xv, 790. 

” Rich, Economic Position of Agriculture, pp. 2-4. 
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of interest in Dakota Territory was 7 per cent; but the parties were per- 
mitted to contract in writing for 12 per cent.” High interest rates attracted 
outside capital and brought about a rapid expansion of banking facilities in 
the territory. In 1869, there was one bank with a capital of $1,000; by 1880 
there were twenty-four banks and a capitalization of $513,579.” In 1889, 
Dakota claimed 336 banks and banking houses, “a greater number than in 
the six states of Arkansas, Louisiana, Mississippi, Tennessee, North Caro- 
lina and South Carolina combined.”® In the postwar period, the two great 
lenders of money to North Dakota farmers were the Union Central Life 
Insurance Company of Cincinnati and the Northwestern Mutual Life In- 
surance Company of Milwaukee.” Generally speaking, the insurance com- 
panies, in search of sound investments, pursued a more cautious policy in 
extending loans.” 

Early in 1913, an investigator of farm credit in North Dakota recom- 
mended that the farmers organize “some form-of cooperative credit” to help 
bring down interest rates. He found that the average long-term loan ranged 
in amount from $1,500 to $2,500, ran from five years upward, and paid in- 
terest averaging 8 per cent plus “the expense of abstracting titles, examining 
the property and . . . . recording the mortgage.” Bankers’ interest rates on 
short-term loans were the highest in the country, 10.75 per cent, the time 
averaging from three months to one year. Hence, it was no surprise that 
many took advantage of “store or book credit.” 

The enactment of the Federal Farm Loan Act of 1916 liberalized credit 
facilities somewhat for the farmers; in no case were farmers to pay more 
than 6 per cent interest on loans from the federal land banks established 
under the act.” Judging from the number of banks that were established, the 
evidence is that, despite some defects, they met certain long-felt needs.* 
In the final analysis, the Federal Farm Loan Act represented an attempt to 
obtain more equitable credit facilities for an industry whose needs were 





*t Commissioner of Immigration, Resources of Dakota, 1887, p. 303; Scott, “The Pioneer 
Farmer,” The Quarterly Journal of the University of North Dakota, XIII, 292. 

* Commissioner of Immigration, Resources of Dakota, 1887, pp. 300-1. 

*® Hagerty, Territory of Dakota, p. 114. 

* Meyer Jacobstein, “Farm Credit in a Northwestern State,” The American Economic 
Review, III (1913), 603. 

* Ivan Wright, Farm Mortgage Financing (New York and London: McGraw-Hill Book 
Company, 1923), pp. 107-17. 

*° Jacobstein, “Farm Credit,” The American Economic Review, III, 598-603. 

* Wright, Farm Mortgage Financing, p. 65. 

* Clara Eliot, The Farmer’s Campaign for Credit (New York and London: D. Appleton- 
Century Company, 1927), esp. pp. 72-73. 
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great and sufficiently different from those of other industries to require a 
special banking system.” 

The farmers suffered also from disproportionately high general property 
taxes and laxities in the tax schedule that permitted personal property to 
evade carrying its fair share of the burden. The situation in North Dakota 
again was illustrative. There most of the revenues for municipalities, coun- 
ties, and the state were derived from the general property tax. Legislation 
made sure of this by providing that all farm lands be assessed on the basis 
of their sales value rather than their earning capacity.” 

The farmers, besides paying high taxes and interest charges and yielding 
to the temptations for overexpansion offered them by the banks, railroads, 
and local booster groups, faced numerous other problems that either taxed 
their managerial resources or else were completely beyond their control. 

The weather was no small hazard. If the early summer rain failed to come 
until late September, the farmer was likely to have pasture and no crops; if 
little or no rain fell, as in Montana from 1917 to 1919, the farmer was ruined. 
Damp seasons produced a rust that annihilated crops “almost like fire.” 
Hail, grasshoppers, hot winds, and the chinch bug were other dangers.* 

Still another problem was the need for hired help. Wheat raising was a 
seasonal business; the crop had to be harvested “while the getting was 
good,” hence the unionization of labor either in city or country, “high indus- 
trial wages and high labor rates in mines, lumber camps, on road construc- 
tion, etc...... created a competitive condition that ... . [was] burdensome 
to the farmer, when in the market for labor.” Unfortunately, farmers often 
had to put up with “lazy, shiftless and incompetent help.” Contrary to pop- 
ular belief, skilled farm hands were few and far between, especially among 
the seasonal labor force. 


* Virgil P. Lee, Principles of Agricultural Credit (New York and London: McGraw-Hill 
Book Company, 1930), p. 361. 

“E.R. A. Seligmann, The Income Tax; A Study of the History, Theory, and Practice of 
Income Taxation (New York: The Macmillan Company, 1914), pp. 3-40; North Dakota Tax 
Commissioner to the Governor and the Legislature, Fifth Biennial Report for the Fiscal Year 
1919 and 1920, pp. 6,15; Eighth Biennial Report for the Fiscal Year 1925 and 1926, pp. 8-10. 
See p. 13 for a brief history of taxation in North Dakota from 1917 to 1923; Rich, Economic 
Position of Agriculture, pp. 11-13, 26. 

“ J.R. Smith, North America (New York: Harcourt, Brace and Company, 1925), pp. 346- 
47; G. F. Stratton, “When the Drouth Came,” Sunset, XLV (1920), pp. 36-38; U.S.D.A., 
Yearbook, 1924, pp. 516-17. 

“ Report of the United States Industrial Commission, X, cxx, cxxii-cxxiii, 275; E. V. Wil- 
cox, “The Farmer’s Labor Problem,” The American Labor Legislation Review, VIII (1918), 
46; Rich, Economic Position of American Agriculture, p. 8; J. M. Baer, “The Wheat Crop 
and Farm Labor,” The American Review of Reviews, LVII (1918), No. 3, p. 298; “Farm 
Labor and the Eight-Hour Day,” The Outlook, CXXVII (1921), 57. 
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Spring-wheat farming also increased the dependence of the farmers on 
the foreign market and exposed them to an extremely competitive situa- 
tion.“ The foreign market, however, was favorable in the beginning. After 
1873, for instance, England found it difficult to compete with the lower pro- 
duction costs of the American farmers ; the English, as a result, stepped up 
their American imports because “we were conducting the most stupendous 
bargain counter in the history of agriculture.”“ England, Belgium, Ger- 
many, and Holland were among the large purchasers of Minneapolis flour ; 
in 1884, one fifth of the total flour exports of the United States came from 
Minneapolis.” But by 1895, according to one source, Europe was “practi- 
cally self-sufficient with wheat; Great Britain, Ireland and Belgium re- 
mained the sole importers of wheat.” 

Meanwhile, many farmers had assumed that our growing foreign market 
was a permanent feature and had increased their acreages accordingly.” If 
the rate at which they kept on producing was any criterion, the farmers paid 
little attention to the opening of cheaper producing areas in other parts of 
the world. In 1895, “our principal competitors for the foreign wheat trade 
were Austria-Hungary, Bulgaria, Roumania, Russia, Servia, Argentine Re- 
public, Canada, Chile, and Australasia.” The growing world supply had the 
effect of depressing domestic wheat prices.* 

Greater difficulties were in store in the postwar period. Complications in 
international political and economic relations and the recovery of agricul- 
tural production in Europe brought greater and improved quantities of 
wheat into the world market. High wartime prices had stimulated produc- 
tion in the spring-wheat provinces of western Canada, in Australia, and in 
Argentina, and intensified competition for the American producers. Colonies 
of the United Kingdom and France were in a more favorable position to sell 
their wheat to the mother country. High and fluctuating rates of exchange 


“Senate Report No. 787, pp. 52-53; U.S.D.A., Yearbook, 1920, p. 550. The last source 
gives the percentages of the wheat crop exported. 

“ George Peel, The Economic Impact of America (New York: The Macmillan Company, 
1928), p. 94; Garrett Droppers, Outlines of Economic History in the Nineteenth Century 
(New York: The Ronald Press Company, 1923), p. 211; Nourse, American Agriculture and 
the European Market, p. 28. 

“ Charles B. Kuhlmann, The Development of the Flour-Milling Industry in the United 
States (Boston and New York: Houghton Mifflin Company, 1929), p. 144; Henrietta M. 
Larson, The Wheat Market and the Farmer in Minnesota, 1858-1900 (New York: Columbia 
University Press, 1926), p. 134. 

“ Senate Report No. 787, p. 27. 

“' Fifth Biennial Report of the Bureau of Labor of the State of Minnesota (St. Paul, 1896), 
pp. 122-23, 402-3. 

“ Senate Report No. 787, pp. 52-53. 
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made it difficult for European nations to finance imports.” When in June 
1920 the government removed the $2.20 per bushel guarantee on wheat, the 
loss of the foreign market was felt more keenly than ever.” 

Then, too, the farmers had their troubles with the railroads. Railroad 
rates had been reduced drastically since the seventies, but the farmers still 
found them excessive.” This was due partly to the fact that farmers had 
settled in thinly populated areas which were great distances from the mar- 
ket and their sources of supply. Freight, in the early years, was chiefly a 
one-way affair, that is, shipping wheat to market. This made rates higher 
than they would have been had the traffic between East and West been 
evenly distributed.” The farmers, no doubt, had to pay higher rates in the 
earlier years because of “discrimination, free passes, pooling, stock-watering, 
corruption of courts ....and congresses, ....”” but the point most over- 
looked, and perhaps most important, was that rates had come down owing 
to increased tonnages, “water competition, substitution of steel for iron rails, 
and new and cheaper methods of competition,” and better management.” 

The farmers, being great believers in free competition, felt that the ab- 
sence of it among the roads was responsible for extortionate freight rates, 
whereas the presence of it was a safeguard against them. It was this theory 
which was behind the Interstate Commerce Commission Act of 1887 and 
helped deplete the revenue of the roads, brought on rate fluctuations, inten- 
sified competition, and contributed to their ruin.” Rates were forced down, 
yet farm prices failed to show any corresponding increases ; it appears that 
lower and not higher wheat prices accompanied the lower freight rates. 





“Henry C. Wallace, The Wheat Situation (Washington, 1923), pp. 7-9, reprinted from 
U.S.D.A., Yearbook, 1923. 

© Frank M. Surface, The Grain Trade During the World War, Being a History of the Food 
Administration (New York: The Macmillan Company, 1928), pp. 154-55; Wallace, The 
Wheat Situation, p. 4; Nourse, American Agriculture and the European Market, pp. 74-76. 

* Report of the United States Industrial Commission, X, ccciii-iv. 

Andrews, The Condition and Needs of Spring Wheat Culture in the Northwest, pp. 48- 
51; “Another Aspect of the Farmers’ Movement,” The Nation, XVII (1873), 68; Larson, 
The Wheat Market and the Farmer in Minnesota, pp. 45-47, 65-66, 122-26, 190-93, 202-3; 
Rich, Economic Position of Agriculture, p. 16; Holt, Dakota, p. 11. 

* Edward Vernon, American Railroad Manual, II (New York, 1874), iv-lvi; A. T. Had- 
ley, “The Railway in Its Business Relations,” in T. M. Cooley, The American Railway (New 
York, 1889), pp. 363-64. 

“There has been a very heavy reduction in the rates of freight upon all classes of agri- 
cultural products during the past twenty years. Especially is this true of the rates from large 
accumulation points in the West to the sea-board, whether intended for consumption or not.” 
—Report of the Secretary of Agriculture, 1889. See also Report of the Industrial Commission, 
X, ccciii-iv. 

® D. Philip Locklin, Economics of Transportation (Chicago: Business Publications, 1935), 
PP. 296-97, 306-7. 
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RAILROAD FREIGHT REVENUES PER REVENUE TON MILE, 1865 TO 1920 


Chicago, Milwaukee Chicagoand North Northern Pacific Great Northern 
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way Co.” way Co.” 
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1887 1.09 1415 1, lle or 
1888 1.006 0.98 eA = eas 
1889 1.059 I.01 | cc 
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1892 1.026 1.01 1.40 1.234 
1893 1.026 1.02 1.22 1.232 
1894 1.037 1.08 I.II 1.096 
1895 1.075 1.13 I.1I 1.014 
1896 1.003 1.02 1.13 I.019 
1897 1.008 0.98 1.13 1.037 
1898 0.972 0.89 1.06 0.986 
1899 0.937 0.87 1.04 0.980 
1900 0.930 0.83 0.98 0.966 
IQOI 0.861 0.86 0.94 0.925 
1902 0.840 0.82 0.90 0.915 
1903 0.865 0.88 0.85 0.850 
1904 0.891 0.91 0.88 0.889 
1905 0.881 0.91 0.83 0.783 
1906 0.862 0.88 0.82 0.778 
1907 0.856 0.90 0.86 0.755 
1908 0.812 0.86 0.90 0.780 
1909 0.838 0.89 0.89 0.815 
1910 0.843 0.89 0.90 0.822 
IQII 0.841 0.90 0.90 0.810 
1912 0.839 0.90 0.86 0.769 
1913 0.788 0.87 0.83 0.765 
1914 0.808 0.86 0.85 0.795 
IQI5 0.781 0.83 0.84 0.817 
1916 0.757 0.80 0.77 0.771 
1917 0.758 0.78 0.74 0.766 
1918 0.840 0.93 0.81 0.870 
1919 0.924 I.1I 0.96 0.970 


1920 1.029 1.15 1.03 1.054 
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The lower production costs of the “bonanza” farms also depressed prices. 
These lower costs were possible because bonanza farm lands had been ac- 
quired when land values were low and the bonanza managers had adopted 
modern farming techniques and large-scale methods of production. The 
small producers found themselves caught between the lower production 
costs of the bonanza farms, on the one hand, and the onerous interest 
charges, taxes, railroad rates, and foreign competition, on the other. During 
the nineties, bonanza farming had “brought the cost of producing wheat 
down to about 35 cents a bushel on an average yield in... . North and 
South Dakota.”” 

In addition, prices were depressed by the “milling in transit privilege” 
granted to wheat coming from the Southwest into Minneapolis for milling ; 
by the decline of flour milling in the Northwest and the emergence of mills 
in the Southwest and in Buffalo which was nearer the large centers of con- 
sumption ; by the failure of smaller mills or their absorption by larger mill- 
ing companies; and by the diminishing per capita demand for wheat.” 
Wheat has been consumed in lesser quantities by the Americans “during 
and since the World War,” if not before, owing apparently to “the prosperity 
of the urban people [which] has permitted them to eat more meat and milk 
and vegetables and, consequently, less bread ....” A greater consumption 
of sugar probably had similar adverse effects on bread consumption, as did 
the abandoning of the “pre-war custom of serving bread free with every a la 
carte order in restaurants, hotels, and dining cars... .”” Wartime cam- 
paigns to save food probably contributed to these dietary changes. What- 
ever the reasons, there were reductions in the per capita “disappearance” of 
wheat flour; from 226 pounds per capita in the period from 1870 to 1879 





°° These figures were provided by Chester E. Oliphant, Chief Statistician, Chicago, Mil- 
waukee, St. Paul and Pacific Railroad Company. Oliphant to Saloutos, April 27, 1945. The 
figures for the years 1865 to 1873 are for the Milwaukee and St. Paul Railway Company, and 
the figures from 1874 to 1920 are for the Chicago, Milwaukee and St. Paul Railway Company. 

* These figures were provided by A. R. Seder, General Auditor, Chicago and North West- 
ern Railway Company. Seder to Saloutos, May 18, 1945. 

°° These figures were provided by J. H. Poore, Executive Assistant, Office of the President, 
Northern Pacific Railway Company. Poore to Saloutos, May 17, 1945. 

* These figures were provided by Charles W. Moore, Executive Assistant, Public Relations, 
Great Northern Railway Company. Moore to Saloutos, May 4, 1945. 

® Senate Report No. 787, pp. 26-27. 

* Victor G. Pickett and Roland S. Vaile, The Decline of Northwestern Flour Milling (Min- 
neapolis: The University of Minnesota Press, 1933) ; Deane W. Malott, Problems in Agricul- 
tural Marketing (New York and London: McGraw-Hill Book Company, 1938), pp. 289-93 ; 
Nonpartisan League, Facts for the Farmers (n.p., June 1917), p. 84. 

“Wallace, The Wheat Situation, p. 20; O. E. Baker, “Changes in Production and Con- 
sumption of Our Farm Products and the Trend in Population,” The Annals, CXLII (1929), 
119-21. 
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there was a drop to 220 pounds in the period from 1900 to 1909, and then 
again to 199 pounds in the period from 1910 to 1919. From 1920 to 1929, the 
drop was to 176 pounds; from 1930 to 1939, the average consumption was 
158 pounds.” 

Briefly, the spring-wheat farmers operated on the theory of abundance 
and, either unwittingly or through indifference, found themselves face to 
face with rapidly increasing supplies of wheat, highly competitive condi- 


tions, and sagging price levels. 
II 


The farmers’ social environment impeded action to counteract the ad- 
verse economic conditions which confronted them; they were isolated by 
“magnificent distances.” The position of the North Dakota farmers, who 
found themselves free from the customary “restraints” of the older commu- 
nities and who enjoyed an almost “boundless and unbelievable autonomy,” 
is typical. Since their neighbors, if any, were farmers, there was a uniformity 
in the outlook of the whole community. They had a government, but the 
evidences of it were so slight that it could be assumed that they were under 
no system of control, guidance, or protection. They were unaccustomed to 
the process of conference and modification.” 

They were also cautious, suspicious, and individualistic. They were un- 
willing to co-operate; they frequently failed to understand the forces at 
work ; and they disliked a strong central government that ruled them from 
a distance. What Karl Marx said about the difficulties involved in trying to 
separate the peasants from their lands might well be applied to the farmers ; 
their attitude was rebellious toward all agencies jeopardizing their position 
as managers and owners.” 

This combination of economic, social, geographic, and psychological 
forces was a tremendous handicap in the market. The spring-wheat market 
was a staple market and well organized. The bulk of the spring wheat passed 
at one or another stage through the hands of the many well-informed and 
well-financed buyers and sellers of the Minneapolis market.” In effect, the 
farmers were on the weaker side of the bargaining counter because they 


*® Richard O. Cummings, The American and His Food; A History of Food Habits in the 
United States (Chicago: The University of Chicago Press, 1940), p. 236. 

* Charles J. Galpin, Rural Social Problems (New York and London: The Century Com- 
pany, 1924), pp. 13-27. 

® Louis B. Boudin, The Theoretical System of Karl Marx in the Light of Recent Criticism 
(Chicago: C. H. Kerr and Company, 1907), pp. 183-84. 

®H. Bruce Price, The Marketing of Farm Products; Studies in the Organization of the 
Twin Cities Market (Minneapolis: The University of Minnesota Press, 1927), p. 15; Federal 
Trade Commission, The Grain Trade, I, 135-36. 





The Spring-Wheat Farmer 1870-1920 185 





were “widely diffused, highly competitive, and subject to forces beyond 
man’s control”; they had to accept or reject the terms offered them.” 

Perhaps nothing could better emphasize the marketing needs of the 
farmers than the measures adopted by the grain merchants and millers. 
They did what the farmers could not do. In 1876, the millers organized the 
Minneapolis Millers’ Association to ensure themselves an adequate supply 
of wheat. The association was dominated by millers who purchased grain on 
sample and according to “their” grading and pricing system. Improved 
transportation facilities and the accumulation of capital, the growing de- 
mand for Minnesota flour, and the improved “milling process” had helped 
make Minneapolis the largest milling center in the United States and had 
simultaneously driven home to the millers the need for organization. The 
association, a fairly strong organization considering the times, helped elimi- 
nate competition among mill purchasers, decreased purchasing costs, and 
helped regulate country buying. Though largely a local organization and 
short-lived, it was influential ; in 1881, about 90 per cent of the wheat re- 
ceived by it was consumed by the Minneapolis millers.” 

Next to feel the need for organization was a rising class of grain mer- 
chants who had encountered difficulties in obtaining wheat. Their demands 
stimulated production; the farmers who had had a hard time keeping up 
with the demands of the millers now exerted their productive efforts to meet 
the demands of this aggressive class of merchants. These merchants com- 
peted with the millers in the purchase of wheat and naturally were opposed 
by them; but their consignment business grew and they soon felt the need 
for establishing an exchange where buyers and sellers could meet. In 1881, 
they incorporated the Minneapolis Chamber of Commerce and established 
rules for the grading, inspection, weighing, and selling of grain ; by 1886, the 
Chamber of Commerce had become strong enough to absorb the millers’ 
association.” 

Reducing competition among the buyers and sellers of grain became the 
byword from the beginning, and these efforts were facilitated by the selec- 
tive formula the merchants used. Membership, for one thing, was restricted. 
In 1881, it was limited to 50, later it was increased to 538, and finally raised 
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to 550.” Beginning about 1915 this limitation was lifted, but the fees for 
admission were raised from about $3,500 and $4,000 to $15,000.” 

Those who sought membership had to file a written application endorsed 
by a specified number of members, satisfy the chamber of their character 
and financial standing, be passed upon favorably by a majority of the mem- 
bership committee, and receive at least seven affirmative votes from the 
board of directors.” They had to agree, furthermore, to be governed by the 
“charter, rules, regulations, usages and customs” of the chamber when “buy- 
ing, selling, shipping, storing and otherwise handling grain,” and also “to 
bind their heirs, executors, administrators, and assigns to be so governed.” 
These were no mean points in view of the fact that the Minneapolis Chamber 
of Commerce had developed into the largest wheat market in the country.” 

Regulating the activities of chamber members admittedly had its prob- 
lems, yet a reasonable assumption is that such regulations could be imposed 
more readily on a numerically inferior group of grain dealers, merchants, 
and their agents than on an undetermined number of wheat producers, run- 
ning high into the thousands, operating as “atomistic units,” who had no 
limitations whatsoever imposed upon them. It is to be remembered that all 
dealers of importance within a radius of 150 miles of Minneapolis belonged 
to the Chamber of Commerce, were subjected to its discipline, and fully 
understood the need for such controls. A comparatively small number of 
firms and merchants with the aid of loose combinations within the chamber 
could dominate the market. They could carry out their decisions because 
they were centralized, they had elevators and warehouses penetrating deep 
into the spring-wheat country, they possessed capital, they had powerful 
allies in the railroads and banks, and they were motivated by a strong sense 
of “a community of interest.” 

There were other reasons, too, why the farmers could hardly meet the 
millers and the merchants and their allies on an equal competitive basis. 
There were too many farmers ; they were hard to organize and even harder 
to keep organized ; they often spoke different languages, were spread over 
great distances, lacked business acumen, were discouraged by past failures, 
often did not understand the need for organization, and were without capital 
and allies, unless aspiring and misinformed politicians were to be considered 
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in the last category. The chamber had its recalcitrants but also some means 
of dealing with them, and its rules for the most part were respected. 

The claim that the chamber was organized primarily to promote honesty, 
integrity, a code of ethics, and the general trading interests of the state, 
though true in part, is also to be partially construed as just so much chamber 
propaganda. Protection of the interests of the grain trade and bigger profits 
for its members were the objectives ; regulation and elimination of competi- 
tion were means to these ends; everything else was secondary. The argu- 
ment that other chambers and boards of trade did the same thing would tend 
to confirm the existence of agreements among these different bodies to act 
in accordance with certain generally accepted rules of the trade. 

First the merchants set out to regulate buying in the country where com- 
petition was the keenest. In 1882, the year following its incorporation, the 
chamber passed a “uniform commission rule,” a strictly enforced measure, 
amended several times thereafter, which prescribed minimum rates to be 
charged when grain was shipped from country points to Minneapolis. All 
“bids, offers and purchases” on such shipments had to be based on “Minne- 
apolis market values less commission or a profit at least equal to the estab- 
lished rates of commission, .. ..” and had to include such charges as “switch- 
ing, inspection, weighing, freight . . . . interest on advances and all other 
charges.” This rule applied to grain purchased in St. Paul, but not to that 
purchased in Omaha, Kansas City, and other terminal markets. Paying 
“Minneapolis base price” obviously had the effect of keeping down prices 
in the country.” 

The use of a price-card system was another means of eliminating or regu- 
lating competition in country buying. The millers had used this device be- 
fore the Minneapolis Chamber of Commerce was organized. Commercial 
line companies began to use it when they became the principal buyers. In 
1891, S. H. Jumper began sending out quotations to some two hundred grain 
buyers or their agents in the Dakotas. Jumper himself described this as a 
“system of fixing prices,” and said that the prices were determined in Minne- 
apolis and sent to him chiefly by the Empire Elevator Company.” 

Another such system, but broader in scope, was that operated by A. J. 
Hoskins for the Minneapolis line companies. In 1906, according to Hoskins, 
market-sharing agreements had been entered into, involving about 950 
elevators at some two hundred points in the Dakotas and Montana. Besides 
dividing the territory, agreements were made concerning the amount of 
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grain each company was to purchase and a penalty of two and a half cents 
per bushel was agreed upon as a tribute to be paid by those who purchased 
quantities in excess of their allotted share. Hoskins told of oral contracts 
which had been made for market sharing, and of a meeting held in the board 
rooms of the Minneapolis Chamber of Commerce where the principal issue 
was the extent of the “margins” that members should have; about forty 
were present at one meeting where the territory was divided into “northern 
points” and “southern points.” There was no permanent chairman, no secre- 
tary, no roll call, no raising of hands; the “aye” and “no” method of voting 
was used.” 

Perhaps the most important of these price-card systems was The Grain 
Bulletin of F. R. Durant of Minneapolis. The bulletin, organized in 1902 
and reorganized in 1905, secured “any and all proper information” consid- 
ered essential for the “mutual convenience, benefit, or protection” of its 
members.” Every country buyer, elevator, or shipping agent who subscribed 
to the service received a daily country price list that was based on the 
Minneapolis or Duluth market. Important market changes were communi- 
cated to subscribers during the course of the day and upon the close of the 
market, and the head office of each subscribing line company was supplied 
with daily abstracts of the information furnished local elevators. In 1906, 
1,275 subscribers received the service, of which 90 were farmers’ elevators 
and about 275 independent dealers.” 

The Federal Trade Commission uncovered hundreds of letters written in 
the period from 1912 to 1920 clearly indicating that, as a result of The Grain 
Bulletin, agreements had been made about price, dockage, grades, and other 
“harmonious” action.” Durant wrote to D. B. Johns: “Prior to 1913 what 
you say about our being influenced by Line Elevator companies might have 
been true, but since that time it has not been.”* The exhaustion of a “guar- 
antor’s fund” in 1914 placed The Grain Bulletin on an independent footing.” 
Equally significant was the passage of anti-discrimination laws by the states 
of North Dakota, South Dakota, Montana, and Minnesota which declared 
discriminations in price between stations illegal, unless these discrimina- 
tions were warranted by local competitive conditions.“ 





8 Ibid., I, 83-85, 284-85 ; Testimony Taken by Interstate Commerce Commission in Matter 
of Relations of Common Carriers to the Grain Trade, Senate Document No. 278, 59th Con- 
gress, 2d Session (1907), pp. 942-45. 

® Federal Trade Commission, The Grain Trade, III, 207. 

® Tbid., III, 216. 

* Tbid., III, 198. 

® Tbid., III, 234. 

% Tbid., III, 235. 

* Tbid., III, 223-25. 











The Spring-Wheat Farmer 1870-1920 189 





On the terminal market, to which the bulk of the grain came, the bargain- 
ing power of the farmer was even weaker or nonexistent. Farmers parted 
with their grain for the most part in the local market because of their press- 
ing need for funds and their inability to finance shipments to the terminal 
market, or because they did not anticipate price rises. Limited storage space 
on the farm usually made it impossible to hold grain to sell later at a higher 
price.” Added discouragement came from elevator operators who either told 
farmers that storage space was unavailable or else refused to deal with them 
on such a basis because of past misunderstandings. Then, too, there were the 
carrying costs, which were hardly insignificant items.” All this had the effect 
of depressing local wheat prices as well as ruling out competition on the 
terminal market. . 

Membership in the Minneapolis Chamber of Commerce was a necessity 
for anyone seriously considering the buying and selling of wheat on the 
Minneapolis market, but farmers who had organized themselves into co- 
operative marketing associations were excluded because of the uniform 
commission rule.” This rule denied membership to any firm which disbursed 
patronage dividends among its patrons, on the theory that such dividends 
were rebates. This was unfair and discriminatory. Co-operative marketing 
had as its chief objective the saving of marketing expenses for member 
patrons. Unless savings could be realized for them in the form of patronage 
dividends there would be no incentive for market reform. The determination 
with which farmers sought to get into the Minneapolis Chamber of Com- 
merce and onto the terminal market, or the equal determination with which 
the organized grain trade tried to keep them out, reflects the importance in 
which this market was held by both sides. 


III 


There was abundant evidence that all was not well among the spring- 
wheat farmers. Most conspicuous were the growth of tenancy,” the renewed 
stress on the need for a diversified agriculture, and the numerous protest 
movements—the Farmers’ Alliance, the Populists, the Equity movement, 
the Nonpartisan League, and the Farmers’ Union. 

Some of the problems that faced the spring-wheat farmers were within 
their control ; others were beyond their control. Foremost among the latter 
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were “unfavorable crop and marketing conditions,” which included “dry 
years, poor growing conditions, [and] yields too small to afford a profit at 
the prevailing costs in every item entering into operation.” The costs in- 
cluded high taxes, freight charges, interest, and high agricultural and indus- 
trial wages. Changing diets, international political and economic complica- 
tions, and growing domestic and foreign competition were other forces 
beyond the control of the farmers. Within the control of the farmers was 
the “lack of business capacity,” which included such forces as “insufficient 
experience, lack of thrift, and lack of energy and application,” a “lack of 
capital, poor farming methods, too much land, and too much credit.” 

Among the grain merchants and their allies, there were few evidences of 
the hasty, ill-conceived, and unscientific developments that had character- 
ized the activities of the farmers. They were more select, fewer in number, 
easier to organize, better informed, and more adequately financed. Further- 
more, they had definite, clear-cut objectives in mind, and the means with 
which to realize them. Hence, it was not surprising that this “disciplined 
minority” frequently outbargained an unorganized, undisciplined, and often 
misinformed majority of farmers who persisted in anarchistic methods of 
production, had no means of restricting competition, and only belatedly 
recognized the need for a more efficient system of distribution. 
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Review Article 


THE CRISIS IN FRENCH ECONOMY AT THE BEGINNING 
OF THE REVOLUTION* 


I 


The proposition that fluctuations in business activity constitute one of the 
major problems in modern economic life and that they have a wide impact upon 
social, political, and intellectual affairs does not have to be labored before a group 
of economic historians, or indeed before any intelligent group of contemporary 
observers. It is the general recognition of this proposition that explains why such 
a large body of social scientists has turned its attention to business fluctuations 
—to describe them, to seek their causes, to devise ways of anticipating their 
various phases, and to suggest means of mitigating their more extreme manifes- 
tations. The literature that has resulted from this study is extremely volumi- 
nous, but a ready guide to it is available in The Business Cycle: The Problem 
and Its Setting, by Wesley C. Mitchell’—a book which should be required read- 
ing for every economic or general historian. 

Research in business fluctuations has brought the economist further along the 
path of historical investigation than research in any other phase of economic 
analysis, for business fluctuations, especially when considered as business cycles 
that recur, have to be studied inductively as they have taken place over time.” 
Similarly, the study of business fluctuations has led the general historian toward 
a realization of the need for understanding more fully economic phenomena, for 
business fluctuations involve fundamental problems of economics. In spite of 
these healthy trends, however, many economists continue to study business fluc- 
tuations primarily as statistical phenomena, in part divorced from the environ- 
ment in which they took place, and general historians have seldom grasped the 
techniques or aims of the economist sufficiently to comprehend fully the prob- 
lems involved. Hence here is a field that welcomes the economic historian, com- 
petent both in economics and in history. But into the field have moved but few 
of our guild, and only a bare handful have marked out for themselves business 
fluctuations prior to the nineteenth century. The works of William R. Scott* and 
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of Mentor Bounatian® stand out as isolated examples of what may be accom- 
plished by a study of business fluctuations in the period before Hochkapitalis- 
mus. It is clear that a comparison of these earlier fluctuations with more recent 
ones helps clarify the nature of the latter and that the study of the former will 
help to provide a more adequate explanation of a past in which most of our 
present institutions are rooted. For these reasons economic historians, as well as 
economists and historians, will welcome warmly the original and indefatigable 
work of C. E. Labrousse, professor of economic history at the Sorbonne. 

In 1933 Labrousse published his first major work, Esquisse du mouvement 
des prix et des revenus en France au XVIII° siécle,’ which, in spite of its title, 
was oriented in the direction of business fluctuations. As a student of Francois 
Simiand,’ A. Aftalion,* Alphonse Aulard, and Albert Mathiez, he had received 
an early interest in business fluctuations and in the period prior to the French 
Revolution. He determined then to combine these interests in an effort to learn 
more about business fluctuations primarily in the eighteenth century and to see 
what impact the state of business activity may have had upon those currents 
that eventuated in the French Revolution. The Esquisse was received with great 
interest and was awarded at once one of the important prizes of the Academie 
des Sciences Morales et Politiques. The author’s name thereby came to be asso- 
ciated with those of other great French students of business fluctuations— 
Clément Juglar,’ Jean Lescure,” and A. Aftalion. This association has been 
further justified by Labrousse’s most recent work—La Crise de l’économie fran- 
caise a la fin de l’ancien régime et au début de la Révolution. 


II 


Labrousse recognizes five major types of business fluctuations: (1) seasonal; 
(2) décennal, that is, the “business cycle” of ten years or less which is the 
“rhythm of our current economic life in all its aspects”; (3) intercyclical, of 
irregular length but usually of ten to twenty years, which is characterized by 
one décennal fluctuation and part or the whole of a second operating in a period 
of price rise or of price decline contrary to secular trend; (4) intradécennal of 
forty to fifty years, which results from a chain of décennal fluctuations function- 
ing against a long-term rise and fall of prices; and (5) secular, which is created 
by still longer term price changes. He cites examples of each as follows: (1) 
seasonal high prices for wheat in 1770, 1789, and 1790; (2) décennal crises in 
1770, 1782-1784, 1789-1790, 1795, 1802-1803, 1812, and 1817; (3) inter- 
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cyclical decline of wheat prices from 1770 to 1780 in spite of a secular trend 
upward; (4) intradécennal contraction in the period of falling prices from 1817 
to 1851, expansion in the period of rising prices from 1851 to 1873, contraction 
and falling prices from 1873 to 1896; and (5) a secular price rise from at least 
the sixteenth century to the middle of the seventeenth century, contraction and 
falling prices from the middle of the seventeenth century to 1733, and expansion 
and increasing prices from 1733 to 1817. 

These generalizations are based on French data and the emphasis is placed on 
the period before 1790. The determining factors are trends in prices. Conse- 
quently the task of the author is to prepare French time series for prices and to 
show how valid they are as indicators of economic activity. 

Both the Esquisse and the 1944 volume give evidence of an extraordinary 
amount of time and energy devoted to the collection and analysis of prices. 
Labrousse relies mainly for his data upon official reports (mercuriales), pre- 
pared during the ancien régime by intendants in the généralités from reports of 
subordinate officers (subdélégués) in local districts, which were forwarded to 
the Controle Générale in Paris. For the use of this material the author has been 
subjected to criticism on the ground that his data are not actual market quota- 
tions.” He defends his source by pointing out that the returns are based on mar- 
ket prices, collected by experts, that his series are numerous enough to eliminate 
errors, and that the returns are continuous. He finds that the L’Histoire des prix 
en France de 1500 @ 1800, prepared under the editorship of Henri Hauser as 
part of the work of the International Scientific Committee on Price History, is 
of little value for his study because of the local nature of the prices, the dis- 
continuity of the series, and the relative stability in prices of institutional pur- 
chasers (hospitals, poorhouses, monasteries, etc.) which are the main sources 
for these series. 

If the data which Labrousse uses are good, and in my opinion they are, then 
the next steps are to determine the relation between price changes and business 
fluctuations, and to evaluate the effect of business fluctuations upon various 
economic groups. In the Esquisse Labrousse attacked both these problems.” 
As regards the first, he found that a long-term (secular, intradécennal, or inter- 
cyclical) rise in prices indicated economic expansion and that a long-term fall 
indicated stagnation or contraction as measured by physical volume or relative 
rate of growth of production and the level of profits. Sharp décennal and sea- 
sonal price rises, especially of basic agricultural products, reflected a contraction 
of business activity; price declines reflected expansion—which is just the re- 
verse of late nineteenth-century experience. These findings may be compared 
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profitably with those of Burns and Mitchell in their Measuring Business Cycles. 
These authors counsel caution in regarding long-term business fluctuations 
based on price trends as long-term cycles, a caution founded on the fact that 
for recent times, at least, many economic series do not conform to the long-term 
cycles that various scholars have attempted to mark off. Burns and Mitchell do 
find, however, that business-cycle contractions tend to be prolonged in periods 
of secular falling prices and short in times of secular price rises. They also dis- 
covered relatively high conformity between price changes and the course of the 
cycle, but it is not complete enough to allow prices to be relied upon as a gauge 
of the cycle. 

Labrousse attempts to establish a causal relation between price changes and 
business fluctuations. So far as secular trends are concerned his explanation is 
similar to that of Earl J. Hamilton and Lord Keynes, that gradually rising prices 
over a long period encourage or result from economic expansion because of 
“profit inflation” (a lag in real wages and other production costs). As regards 
décennal and seasonal price changes and their effect on business activity, his 
analysis is extremely detailed. In brief, his research shows that décennal and 
seasonal high prices for basic agricultural products were accompanied by a 
drastically reduced volume of goods for sale. Consequently the purchasing 
power of agriculturalists was lowered in time of high prices, and the reduced 
purchases of industrial products by this group resulted in a contraction in in- 
dustry. Moreover, in times of high agricultural prices urban workers had to 
spend an inordinate amount of their wages on food and had little-remaining for 
expenditures on industrial goods. 

The analysis of fluctuations in business activity, therefore, involved Labrousse 
in the second point mentioned above—their effect upon various groups in so- 
ciety. The general effects were those just stated, but the specific effects had 
far-reaching social and political consequences. Those peasants who had to pay 
seignorial dues in kind were exceptionally hard hit in times of shortages and 
high prices, for they had to deliver fixed amounts of produce, whereas the seig- 
neurs who received payments in kind were able to increase their money incomes. 
They could even hold produce off the market until the seasonal peak of prices 
was reached; from this practice stemmed the clamor in pre-Revolutionary days 
against the accapareurs (the hoarders). Thus in décennal periods of business 
depression the burden fell with increasing force as one descended the economic 
scale, both in agriculture and in industry. Contemporaries were not oblivious to 
what was happening and the physiocrats hoped to iron out short-run fluctua- 
tions by establishing freedom of trade in agricultural products, but to maintain 
the beneficent effects of secular price rises. 

In the Esquisse Labrousse established the curious fact that the décennal and 
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seasonal price rises for wheat coincided in July 1789 to attain an all-time high. 
This was immediately seized upon as a partial explanation of the French Revo- 
lution, or more specifically of the economic conflict of a seignorial minority 
against the mass of the nation. Here was an interesting problem, especially since 
general historians had taken opposite positions, Michelet and his followers hav- 
ing maintained that depressed economic conditions contributed directly to the 
Revolution, whereas Jaurés, the Socialist, held that basically “misery did not 
cause the Revolution.” 

Hence in La Crise de l’économie frangaise a la fin de l’ancien régime et au 
début de la Révolution Labrousse concentrates his attention on the recession 
intercyclique from 1778 to 1787 and on the décennal cyclical crisis which 
attained its trough in 1789 and the first half of 1790. In the first of the two 
volumes of this work, the only one so far published, the author retraces much 
of the ground covered in the Esquisse relating to method, sources, and theories of 
business fluctuations; and then proceeds in over four hundred pages to a de- 
tailed analysis of the wine industry. Thus volume I of La Crise would leave the 
reader somewhat in the dark about his analytical conclusions if it were not for 
a lengthy introduction which deals precisely with ultimate findings. In brief the 
conclusions are: (1) that economic recession characterized nearly the entire 
reign of Louis XVI (he ascended the throne in 1774) ; (2) that the intercyclical 
recession beginning in 1778 and the décennal recession beginning in 1787 had a 
severe effect, coming as they did after the prosperity following the Seven Years’ 
War; (3) that the intercyclical recession and the crisis accompanied in 1788 by 
ruinous harvests sharpened the social and political antagonisms of seigneurs on 
the one hand and peasants on the other; and (4) that this recession and crisis 
had a direct effect in worsening the tax situation—one of the issues that led 
directly to Revolutionary events. 

III 


The detailed application of Labrousse’s procedure is to be found in the long 
section on the wine industry. His first step was to establish price series from the 
mercuriales. He shows that wine prices collapsed by 50 per cent from an excep- 
tionally high peak in 1778 to 1780 and went even lower in 1781, then rose very 
slightly to 1784, fell to 1786, and then rose so that by the second half of 1789 
they were twice the mean price of the years 1781-1787.” He characterizes the 
period, 1778-1787, as an intercyclical fluctuation of decline, because prices of 
wine were reacting downward contrary to secular trend, and parts of two 
décennal fluctuations were involved. The second step was to discover quantities 
of wine available in the years under consideration, which was possible from 
reports (états des récoltes) from subdélégués and intendants, which were sent, 
like price reports, to the Contréle Générale. The third step was to determine the 
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amount of sales (chiffres d’affaires), which he did by multiplying the mean 
annual price in a harvest year (for example, October 1778-September 1779) 
by the production mean of the year (1778). The sums thus obtained showed a 
decline of about 33 per cent for the years 1778-1788 and of over 26 per cent for 
the years 1789-1791.° The fourth step was to estimate the fall of profits by an 
analysis of costs, a procedure which indicated still larger declines from the base 
of 1770-1777. The fifth step was to estimate the decline of profits of the seig- 
neur who was paid in kind but who did not actually produce, and for various 
types of peasants who were producers. The decline for the former was much less 
than for the latter.* 

Thus, so far as the wine industry was concerned, the intercyclical decline in 
prices seems to have been accompanied by an intercyclical recession, and the 
sudden décennal rise in prices, décennal recession. The validity of the general 
concept of intercyclical fluctuations may be open to question—at least judgment 
may be reserved until more data are amassed. But Labrousse has shown with 
convincing evidence that a recession in viticulture took place in the years pre- 
ceding the Revolution with conditions moving to a crisis in 1789. In volume II 
of La Crise he proposes a similar analysis for grains, stock raising, lumbering, 
industry, and commerce. And the whole will be topped off by an essay on the 
relation of economic conditions to the Revolution. 

For all those interested in the theory and history of business cycles and for 
those concerned with the ancien régime and the Revolution, La Crise should be 
given high priority. It blazes new trails both in method and findings, and its 
laborious pages of statistical analysis and of methodological explanation are 
replete with critical views on many intricate and obscure questions of eighteenth- 
century France. Not the least interesting by-product of the study is a clear-cut 
and bold philosophy of history, dominated by pragmatism and a concept of 
causality. 


Columbia University SHEPARD B, CLouGH 
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La France bourgeoise: XVIII-XX siécles. By Charles Morazé. Paris: Librairie Armand Colin, 
1946. Pp. xvi, 216. 


Deciding what is wrong with France and how her present difficulties were created is a 
difficult task. The study in which M. Morazé essays it is broad in scope. It is written by an 
exceedingly intelligent scholar, and is described by his editor as a synthesis and as “living 
history” because it deals directly with “man himself.” M. Morazé does write about man and 
does discuss subjects of fundamental importance to his people, such as the problem of popu- 
lation, and the numerous and very serious problems raised by the increasing industrialization 
of France. He writes clearly and is well informed on many subjects. His book is a courageous 
attempt to deal broadly with important questions. In this respect it is a synthesis. The author 
states also that his conclusions are necessarily provisional because he deals with events up to 
1936, or even later, and because there is a serious lack of monographs and documents on the 
economic history of the nineteenth century in France. He tells us also that the inadequacy of 
governmental statistics has frequently made sound interpretations and positive conclusions 
impossible. M. Morazé has written, then, a book of real interest that deserves our serious 
attention. 

But there are serious defects in La France bourgeoise. Some of them are typically French, 
just as the clarity and grace of style are French. First, there is no bibliography, and the 
footnotes are few and incomplete, so that it is difficult to know the sources of some quota- 
tions and impossible to check their accuracy. It is difficult also to determine just what books 
M. Morazé has read in preparation for this study. Some things he does make clear. He has 
read thoroughly and with great profit three very important books on the economic history of 
France, namely, those by Villermé, Blanqui, and Labrousse. He is familiar also with the work 
of Simiand, but says he cannot use it because it is not historical. This seems a curious objec- 
tion. Simiand was a statistician and a philosophical mathematician. His books and articles 
are exceedingly difficult to read, but his statistics are so unusually good that they must be 
used, and I know from experience that they can be used for historical purposes. 

M. Morazé is correct in saying that there is a grievous lack of monographs and documents 
on the economic history of France in the nineteenth century, but there are some, and he has 
failed to read a number of them or has made inadequate use of them. Of the theoretical 
economists, the one who understood best the effects of machinery on the French working class 
was unquestionably Sismondi, but M. Morazé treats him as a writer of minor importance. 
He seems never to have heard of the late Henri Sée or the late Henri Hauser, nor is he appar- 
ently acquainted with several other writers of less importance, such as Emile Béres and Ernest 
Pariset. Twice he speaks of the Treaty of 1860 as of vital importance in the mechanization 
of French industry. His understanding of the significance of this treaty is admirable, but he 
has never heard of my book on it which was published in 1930, and in consequence he greatly 
exaggerates the amount and the importance of the financial assistance given French manu- 
facturers by the imperial government. 

M. Morazé’s interpretation of historical characters also is incomplete. He mentions Napo- 
leon III several times, describes his interest in the improvement of French cities, such as Paris, 
and says he was a Saint-Simonian. Yet he does not mention his responsibility for the Treaty 
of 1860, which was considerable, nor the highly protectionist views of his young manhood. 
Worst of all, he does not mention the influence of the Empress Eugénie, who was an ardent 
Catholic and conservative. One would never suspect from this book that Napoleon the Little 
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frequently changed his policies and, to a considerable extent, tried to be all things to all men. 
Adolphe Thiers, who, according to the author, guided French policy on industry and labor 
during a considerable part of the nineteenth century and particularly during the Revolution 
of 1830 and the Commune of 1871, is described as succumbing to the temptations of political 
power; but what about economic power? Has M. Morazé never heard that Thiers was a close 
friend in business of Casimir Périer and that he acquired wealth as a member of the self- 
perpetuating board of regents that governed with complete authority the Anzin Coal Com- 
pany, as well as by a sensible marriage? Does the author also believe that the Revolution of 
1830 resulted directly from the clarion call of Thiers’ liberal newspaper ? It is very misleading 
to ignore the economic depression that began in 1827 and the difficulties it created for Jacques 
Laffitte, Puyraveau, and others who played a prominent part in bringing about the July 
Revolution. And it is not true that the whole bourgeoisie rose as one man under Thiers to 
depose Charles X. The last of the direct line of the Bourbons to reign in France was far 
from stupid in economic matters and his great minister Villéle was both liberal and astute in 
his treatment of finance and industry. 

The titles of some of the chapters in La France bourgeoise are interesting. The first chapter, 
“Demographic Problems,” deals as it should with population and does it very well. The 
second, “The Physical Development of Man,” covers very briefly improvement in health due 
to the progress of medicine and then deals with food supply and housing. M. Morazé shows 
rightly that the food supply of the majority of the French people who were poor was not 
good prior to the nineteenth century, when it improved greatly in quantity, variety, and 
price. He shows well and truly that wages were low, often at or below the minimum for 
subsistence, and that they were frequently paid very irregularly because of crises. His facts 
and explanations are sound and illuminating. He realizes fully that the prevalence of the 
domestic system and of a large supply of rural labor that spent part of its time on its farms 
kept down the wages of nearly all industrial workers until about 1850. 

The title of the third chapter, “The Mental Evolution of Man,” is misleading. The author 
is really discussing economic theory, the various forms of social thought or philosophy, and 
the prevalent opinions of the bourgeoisie and the working classes. He shows well the change 
from the sentimental and unsound idealism of Rousseau and his admirers to the prevalent 
conception of class war developed by Marx. There is much that is good in this chapter, such 
as the emphasis on the bourgeoisie’s love of property ; many members of this class preferred 
profits to life itself. He describes rightly the importance of Diderot and the abuse by the 
bourgeoisie of its opportunities to help the poor in the great Revolution. But he does not 
stress the fact that the opinions, prejudices, and legislation of the bourgeoisie of the Restora- 
tion and the July Monarchy were strikingly similar to those of the English middle class in 
the same period. Jean Baptiste Say, who is scarcely mentioned, but who had great influence 
on the Saint-Simonians, was clearly a disciple of Adam Smith; and Rousseau, instead of being 
wholly original, used many of the ideas of Locke and Hobbes. Similarly, there is no mention 
of English influence on French metallurgy, highways, and railroads, although the French 
government and engineers were exceedingly well informed regarding developments across the 
Channel. 

In his fifth chapter, “Ideas of the State,” the author deals with what we should call political 
science. He seems not to have a thorough knowledge of this subject, nor does he seem to me 
to justify its inclusion in this book by showing its importance in the social and economic 
development of France. Anticlericalism in France cannot be explained simply as the result of 
a clever attack by the bourgeoisie on the church during the Revolution with a view to paying 
the cost of that conflict, including national bankruptcy, by the confiscation of the lands of the 
church. Nor were the capitalists of the earlier nineteenth century successful because of mental 
qualities peculiar to Protestants and Jews, but rather because of their international relations 
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and the excellent commercial and financial training obtained at Geneva. Actually, one of the 
most important of these financiers, Jacques Laffitte, was both a Frenchman and a Catholic. 

In the concluding chapters M. Morazé speaks of the remarkably slow progress of French 
trade compared with the rapid growth of French industry since the middle of the nineteenth 
century. In my opinion the explanation lies partly in the French belief that all really intelli- 
gent foreigners will come to them. The author seems aware of this at times, but at other times 
he minimizes the influence of England and other foreign countries, giving the impression that 
France was definitely superior in culture. Is it necessary to write in his conclusion that a social 
organism only 150 years old may be truly civilized? Should we be pleased by the statement 
that John Stuart Mill was an American? But more important than the explanations or errors 
is the almost complete failure of M. Morazé to make use of regional geography which was so 
ably developed in France by Vidal de la Blache and his school. The location of French ports 
in relation to industries and to great centers of consumption such as Paris and Lyons, the 
straightness of most of the French coast, and the remarkable variety and self-sufficiency of 
the many little regions or pays within the country are vital factors in the development of both 
agriculture and trade. They should be familiar to every historian of France as they are to 
everyone who has traveled widely in that delightful country. 

La France bourgeoise is an unusual, interesting, and important book written to help and 
enlighten the French people in the greatest crisis of their history. For this I admire the 
author’s courage and audacity. Also, many subjects are handled with skill or even mastery. 
But the author has not prepared himself sufficiently for his task and is not yet really a citizen 
of that wider world which he urges his countrymen to enter. We can only hope that other 
French scholars will profit by what M. Morazé teaches them, will avoid his mistakes, and 
will supply the intellectual leadership which their country needs and which the author has 
not been quite able to provide. 


University of Michigan ArTHuR L. DUNHAM 


La Vie économique et sociale de la Bourgoyne dans le haut moyen age. By André Déléage. 
Macon: Protat Fréres, 1941. 3 vols. Pp. 1,495. 


One who has read the seven hundred pages of M. André Déléage’s La Vie économique et 
sociale de la Bourgoyne dans le haut moyen dge and has studied the hundreds of pages of 
appendixes and the volume of maps cannot but feel that M. Déléage might well have imitated 
James Anthony Froude who closed his Life of St. Neot with the remark, “This is all, and 
indeed rather more than all, that is known to men of the blessed St. Neot ....” M. Déléage 
has made use of place names, archaeological finds, contemporary documents, and modern 
terroirs, maps and studies of the geology, geography, vegetation, and population of his region. 
The only known technique that he has neglected is the study of the surface of the land. While 
M. Déléage is aware of this method and recognizes its possibilities, he believes that the basic 
studies that must be made before it can be used effectively are still lacking for Burgundy. 
All the material that M. Déléage has used is collected or at least summarized in his appendixes 
and maps. These almost incredible monuments of industry and diligence enable the reader to 
form his own opinion about the value of the author’s conclusions. 

In reviewing M. Déléage’s work, considerations of time and competence oblige me to make 
one basic assumption—that he has an effective mastery of the various techniques by which he 
has acquired his information and that the works on which he relies are sound. I am accepting 
his material as he presents it and examining the use he makes of it in reaching his conclusions. 

The historical material for the Carolingian period is extremely scanty and much of the 
information it supplies is irrelevant to the really significant questions of interest to historians. 
The scholar has two obvious alternatives—the easy one of asking the questions his material 
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will answer, whether they are of importance or not, and the far more difficult one of asking 
the vital questions and drawing what answers he can from the material. M. Déléage has 
chosen the second course. He asks the important question’. In estimating the value of his 
material in relation to these questions he shows rare critical ability. For instance his chapter 
“La Répartition de la terre” seems to me a model for careful and skillful use of the available 
material. In short the processes by which M. Déléage sifts his masses of material for a few 
pertinent facts seem to me essentially sound and the results obtained acceptable. 

Unfortunately M. Déléage has been less judicious in drawing conclusions from the facts he 
has established. If the historian of the Middle Ages is to reach any conclusions whatever, 
he must be less rigid in his demands for evidence than he who works in a more amply docu- 
mented period, but this necessity makes it all the more important that he scrupulously observe 
the basic rules of historical method. M. Déléage is at times little short of reckless in his use of 
evidence. He has, for example, one instance in 876 and another in 937 in different regions 
where the value of a day’s work seems to be set at one denarius. It is rather optimistic to 
accept this as conclusive evidence for wage rates and even more so to use these rates for 
statistical purposes. Then on page 580 M. Déléage makes the interesting statement that in 
the tenth century serfs could take legal action against their lord. But his evidence is a single 
case where the serfs of a church carried complaints against the chapter before the bishop of 
Langres. One clear case is rather weak support for an important conclusion, and this case is 
obviously far from clear. Certainly the authority of the diocesan over the canons of a chapter 
was exceptional. In short, anyone who wishes to use this book must read it carefully—it is 
not safe to confine one’s attention to his conclusions. 

M. Déléage has a central theme that seems on the whole well justified—that two distinct 
civilizations met in Burgundy. The north and northeast was a land of large villages, of the 
three-field system, of comparatively large tenements both of peasants and landholders and 
of heavy plows drawn by six or eight oxen. The south and southeast was a land of hamlets, 
of rectangular plots cultivated individually, of small tenements and small landholders, and of 
light plows drawn by two or four oxen. In some particulars, such as the average size of the 
“meix” or theoretical tenement, the northwest was sufficiently different from the northeast 
to justify remarks about a third civilization. While objections can be made to some of the 
evidence used to show these differentiations, the general conclusion seems well established. 
But M. Déléage’s conclusion that this division was the result of the settlements of the men 
who made the “tumuli” and those who erected the “dolmens” must be called unproved. 
He shows conclusively that the difference was not the result of geography. He has good 
reasons for denying that Celts, Gallo-Romans, or Germans were responsible for it. But his 
map of the distribution of “tumuli” and “dolmens” seems to me to fail to clinch his argument. 

In general, the information supplied by M. Déléage simply furnishes additional evidence 
for well-established generalizations and shows their application to the region he is studying. 
His study of place names shows clearly that conifers were rare in the primeval Burgundian 
forest. Archaeological finds and place names are used to locate pre-Celtic, Celtic, Gallo- 
Roman, and German settlements. The pre-Celts and Celts settled where the historian would 
expect to find them—on the light soils. The Gallo-Romans covered the region much as do the 
present inhabitants. German settlements were very few—insignificant except in two small 
districts. A great deal of excellent evidence is presented to show the existence of peasants who 
cultivated their own land. The scattered nature of the tenements is also clearly demonstrated. 
Only in the case of the royal “fisc” or estates built up by great churches were there concen- 
trated holdings. M. Déléage has come to one conclusion that seems well founded—that in 
Merovingian and Carolingian times there was no common land in the sense of land belonging 
to a whole community. The land called common was simply the property of men, presumably 
members of a family, who had never divided it. 
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The most interesting part of M. Déléage’s work to me is his discussion of “the seigneury” 
and its development. He uses the term in an extremely broad sense—a “seigneur” is anyone 
who lives from the land without working it himself. He shows that in the Merovingian and 
early Carolingian periods most seigneuries were scattered geographically. They were usually 
composed of tenements in several villages, but even when the whole seigneury was in one 
village it rarely included all the tenements. The lords of these properties were essentially 
landholders who cultivated their demesnes by the labor services of their tenants and collected 
rents in money and kind. While most of these seigneuries were fiefs granted by the king or 
his officials to support their servants, some were apparently built up by energetic peasants. 
The Carolingian military decrees make clear that these seigneurs must have been soldiers. 

In the later Carolingian period M. Déléage finds evidence of a gradual change. The more 
powerful lords, those possessing castles and military power, began to collect dues not only 
from their own tenants but from those of other lords and from the peasant landowners. All 
the people of a village found themselves obliged to buy the protection of the neighboring 
castellan who insisted on rents for his “safeguard” and on being entertained or receiving a 
money equivalent. He either received rights of justice from a king or count or he simply 
usurped them. In this way the concentrated seigneury of the later Middle Ages was super- 
imposed on the earlier form. Finally M. Déléage attempts to explain the process by which the 
small independent seigneurs were forced to become the vassals of the more powerful lords. 
He believes it was usually done by granting them “benefices” to hold by military service. 
Then while the small lord actually held only part of his property as a fief, the personal rela- 
tions of vassalage were established. Much of this account of the development of the seigneury 
in Burgundy is based on evidence that is far too scanty to furnish definite proof of its correct- 
ness. M. Déléage has only one clear case of a castellan imposing rents on the tenants of 
another lord and on free peasants. Nevertheless his hypothesis is the most convincing I have 
seen and is well worth careful study. 


The Johns Hopkins University SIDNEY PAINTER 


Politique économique de Louis XI. By René Gandilhon. Rennes: Imprimeries réunies, 1940; 
Paris: Presses Universitaires de France, 1941. Pp. 476. 


Louis XI, the “king of the bourgeoisie,” the “father of French mercantilism,” has long been 
cited as one of the first European rulers who recognized the importance of economic problems 
and who tried to strengthen his political position by manipulating the economic activities of 
his realm. But in spite of his importance in the economic history of Europe there has been no 
detailed and comprehensive study of his economic policy. M. Gandilhon has gone a long way 
toward meeting this need and his book, based on a remarkably thorough investigation of the 
sources, will be useful to everyone interested in the early modern period. 

Louis definitely attempted to substitute a single economic policy, for which he was respon- 
sible, for the individualistic, often contradictory, policies of municipal governments and 
private companies. He asked for opinions from the financiers and merchants who held high 
offices in his government, but the decisions were his. His frequent consultations with repre- 
sentatives of the towns were generally for purposes of propaganda, in the old tradition of the 
French monarchy. The recommendations of the assemblies had little influence, since policy 
was usually determined before they met, but the representatives did receive careful explana- 
tions of the reasons for the royal decisions, which they were expected to report to their 
coi _.ituents. 

Louis’ ambitions outran both his understanding and his power. He felt that there were 
great opportunities in royal control of economic activity but he was not quite sure how they 
should be realized. Hence his hesitations between free trade and protectionism, between free 
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enterprise and monopoly. Even when he had a consistent policy it was not always possible 
to be consistent in putting it into effect. Internal and external political pressures forced modi- 
fications of his plans, for Louis would never surrender a political advantage for an economic 
benefit. For example, Louis believed wholeheartedly that the prosperity of France would be 
increased by ruining the fairs of Geneva and substituting for them the fairs of Lyons. But 
other towns were jealous of Lyons, some of the great French merchants made more profits at 
Geneva, and possible allies against Charles of Burgundy were offended when the Geneva fairs 
were attacked. As a result, the fate of the Lyons fairs hung in the balance for years and their 
future was far from secure when Louis died. 

These inconsistencies and hesitations were only natural. New ideas and new policies are 
always tentative, illogical, and incomplete; they become clear and consistent only after years 
of experimentation, only when the undergrowth of old habits has been cleared away. Louis 
XI could not be a Colbert any more than Augustus could be a Diocletian. But the drift of 
Louis’ thinking is fairly easy to follow. He believed that royal intervention could make 
France more prosperous and that careful manipulation of foreign trade and exchange could 
gain new friends and weaken old enemies of France. He believed that the great merchants 
and financiers were the strongest support of the monarchy and he did not hesitate to sacrifice 
artisans and peasants to the interests of the favored class. He tried to unite the aristocracy of 
wealth with the aristocracy of birth by giving the privileges of the nobility to leading bour- 
geois and by encouraging nobles to engage in trade. He believed that state regulation of 
industry was advisable as a means of controlling the working class and he encouraged the 
growth of the power of masters over their workmen. Like many of his predecessors on the 
French throne, he believed that large stocks of gold and silver were essential to the economic 
welfare of France, and he made repeated efforts (most of them unsuccessful) to increase the 
stock of precious metals in the kingdom. 

What were the results of Louis’s intervention in economic affairs? France was certainly 
more prosperous at the end of his reign than at the beginning, but some recovery from the 
devastation of the Hundred Years’ War was almost inevitable. France was certainly less 
prosperous at the end of his reign than most Frenchmen thought reasonable, but war and the 
crop failures of 1481-1482 were at least as responsible for this condition as the economic 
policy of the king. M. Gandilhon believes that most of Louis’ economic policies were aimed 
at the ruin of Burgundy, and that the final defeat of Charles the Rash was due primarily to 
attacks on his credit and interference with his trade. This may be an exaggeration, but eco- 
nomic pressure certainly made Burgundy more vulnerable to other forms of attack. Perhaps 
the most important thing about Louis’ economic policies is that they were carried on by his 
successors, that they set the pattern for the sixteenth and seventeenth centuries. 

This brief summary of M. Gandilhon’s book has necessarily dealt with his conclusions 
rather than with the detailed studies on which they are based. His chapters on such subjects 
as the armament industry, French shipping, and the system of taxation are full of new mate- 
rial. My one criticism of the book would be that details sometimes obscure the generalizations 
which the author is trying to develop, that sometimes he gives so much space to one or two 
examples of a policy that the policy as a whole is never clearly described. The material on 
agriculture is less complete than that on commerce and industry, but this probably reflects 
the fact that official records of the period paid less attention to agriculture. Some of M. 
Gandilhon’s work can be expanded, some of it may need modification, but his book will 
remain for a long time the basic study of the economic policy of fifteenth-century France. 


Princeton University JosEePH R. STRAYER 
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BUSINESS LEADERSHIP 


A Century of American Life Insurance: A History of the Mutual Life Insurance Company of 
New York, 1843-1943. By Shepard B. Clough. New York: Columbia University Press, 
1946. Pp. xiii, 402. $4.50. 


The Mutual Life Insurance Company of New York, consistently a leading firm since the 
writing of its first policy on February 1, 1843, is an excellent subject for a case study. But 
Mr. Clough has done more than present a case study of life insurance; he has written a good 
book in the best academic sense of the word. As any competent historian should, he presents 
his analysis against the background of the economic development of the country. He shows 
that life insurance could not develop until capitalism and a money economy were well estab- 
lished in the United States. Urbanization, which further undermined security, is also con- 
sidered a factor of great influence in the development of life insurance. 

Of the four parts into which the book is divided, the first briefly discusses the present 
position of life insurance in the United States, its early history, and the founding of the 
Mutual Life. In each of the other three parts of the book—1843-1870, 1871-1906, and 1907- 
1943—readers are given well-balanced, comprehensive synopses of the economic setting in 
which life-insurance companies in general and the Mutual Life in particular were struggling 
for success and prestige. 

During the years from 1843 to 1870, the company probably made its greatest contributions 
to life insurance in the United States. As one of the pioneers among the mutuals, it had great 
opportunities to show imagination and originality. Every student interested in the history of 
life insurance in America will investigate Mr. Clough’s description of the Mutual Life’s con- 
tributions in formulating contracts, drawing up mortality tables, and establishing policies 
with regard to premiums, reserves, dividends, selection of risks, marketing, and investments. 

During the period from 1871 to 1906, the history of life insurance reflected the prevailing 
psychology and the general economic pattern of the times. Competition became very heated 
and occasionally ruthless. As in many other companies, Mutual Life’s management, under the 
regime of Richard A. McCurdy, worshiped size to the partial neglect of the interests of the 
policyholders. To meet competition, the management issued deferred-dividend policies, ex- 
tended the market of the organization, and broadened its investment portfolio. These innova- 
tions were not always wisely carried out. 

Mr. Clough has called a spade a spade, but he is no muckraker. The mistakes in manage- 
ment are revealed and analyzed, but the services of the offenders and of the company are not 
disregarded. Though he admittedly made errors in judgment and thereby endangered the best 
interests of those insured, Richard McCurdy is portrayed as neither an unscrupulous nor a 
dishonest man. Inasmuch as many of its practices were relatively conservative, his company 
was not one of the worst offenders against sound insurance procedures, but the almost unani- 
mous resignation of the managerial group indicated that the Mutual Life deserved inclusion 
in the Armstrong investigation of 1905. 

The next thirty-five years witnessed the emergence of the pattern in life insurance with 
which we are familiar today. In those dynamic years, the presidents of the institution— 
Charles A. Peabody, David F. Houston, and Lewis W. Douglas—were responsible for guiding 
the destinies of a company which is still one of the largest in spite of its refusal to enter the 
fields of group and industrial insurance. Men of the highest business principles and morals, 
they have consistently sought to answer the needs and desires of people who purchase life 
insurance, to develop sound and acceptable selling practices, to select their risks more scien- 
tifically, and to modify their investments according to changing economic and business 
conditions. 
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Many questions have come to mind while reading this history, but perhaps one group will 
be enough to ask at this time. The author stresses the point that the main reason that farmers 
do not take out as much life insurance as city dwellers is that the farmer usually has less need 
to provide for the security of his family because he has productive property to leave them in 
case of his death. Does this hold true for the large number of tenant farmers in the United 
States? In their occupation made uncertain by the whims of the wind, weather, landlords, 
and prices, how could the majority of tenant farmers be sure of having the right amount of 
cash on hand for regular payments of premiums? How large a number of farm owners could 
meet premium payments regularly ? How could group insurance be given to farm laborers? 
What has been the percentage of lapses and surrenders of policy contracts among farmers as 
compared with those among the urban population? Has this company given special attention 
to the needs of the farm population for life insurance? It is the kind of book that raises many 
questions, but answers most of them. 

Replete with ten pages of illustrations and fifty-nine tables, including fourteen in the forty- 
two pages of appendixes, the book is literally crammed with information about the history of 
life insurance. It certainly treats the Mutual Life Insurance Company of New York as one 
part only of one of the greatest categories of business enterprise in the United States today. 
It is and will be a mine of information for historians and those professionally interested in life 
insurance, but one would hazard the guess that it will not be read widely even among the 
policyholders of the company. It is a book to be studied, not one to be read hastily. 

Mr. Clough has written an analytical history of a business enterprise, not a history of the 
problems and policies of its management. He has stood at a distance and analyzed the course 
of development, not placed himself in the chairs of those responsible for running the business 
throughout the years. His chief emphasis is on long-time trends and the relative importance 
and influence of the company in American economic life and in the life-insurance field. Only 
by inference does the reader acquire a realization of the dramatic periods in the life of the 
institution or of the multitudinous problems which were resolved by the management of 
the company in times of crisis. It is one very effective way of writing an informative and 
revealing history of a business enterprise. 


Wheaton College R.W. Hipy 
Norton, Massachusetts 


Mark Twain, Business Man. Edited by Samuel Charles Webster. [An Atlantic Monthly Press 
Book.] Boston: Little, Brown and Company, 1946. Pp. xii, 409. $4.00. 


Many persons have questioned whether Mark Twain was a great humorist; none has 
doubted that he was a novelist. Few have thought much about his career as a businessman. 

The occasion that led to the compilation of this volume of letters was the publication in 
1940 of a manuscript which Mark Twain had finished in 1906, entitled Mark Twain in 
Eruption. In this work Mark Twain blamed his partner for the failure of his publishing 
venture. The son of that partner, whose mother was Mark Twain’s niece, has provided us 
with a series of hitherto unpublished letters which enable us to decide the truth of the accusa- 
tion. Interspersed between the letters and at the beginning of the chapters are comments that 
help the reader as he picks his way through the letters and the conflicting interests which 
they set forth. We are surprised to find how many people Mark Twain regarded as fools, 
thieves, and pirates. As to the general question of the failure, the editor bids us reflect on the 
fact that the accusation was made in old age. Mark Twain is said to have remarked that 
when he was young he remembered what had happened and what had not happened, but 
that now in old age he remembered only what had not happened. 

The name of the publishing house, in which Mark Twain was a partner, was Charles L. 
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Webster and Company. It operated in New York City, 1884-1894. It published some notable 
works at great profit to the firm and to the authors, It is said to have received its deathblow 
from the publication of a ten-volume work entitled Library of American Literature. 

Concerning the publishing business we get but little general information. In the 1880’s, 
however, we note that books were commonly sold by canvassers. The author’s profits were 
based on the profits earned by the publisher. A suit was instituted against Wanamaker for 
selling Webster books at less than cost. The suit was lost, but as usual Mark Twain probably 
enjoyed the contest. 

Charles L. Webster was a civil engineer of Fredonia, New York. He was called to New 
York City to take care of one of Mark Twain’s losing business ventures. Mark had bought 
from a friend a patent for an ingenious chalk-plate process of engraving. Vast sums of money 
were spent on improving the process, which from the first was impractical. Then Webster 
became the general business agent of Mark, who, living in Hartford, needed someone resident 
in New York City. And, finally, Webster became Mark’s partner in the publishing business. 

Mark Twain’s mistakes in the publishing business may be easily inferred from his own 
letters. The man he chose as his operating partner did not know the publishing business any 
better than he did. He never kept adequate personal accounts of his financial affairs and was 
often worried by uncertainties. He recommended for publication the books of his friends, 
which sometimes were successful, sometimes not. He took too much money out of the busi- 
ness, all his original investment and large amounts beyond, so that the firm had inadequate 
working capital. When Webster withdrew in 1887, because of ill health, Mark Twain em- 
ployed a manager who kept borrowing funds from banks without repayment until there 
came a time when the firm was hopelessly involved and bankruptcy resulted. During the 
period, Mark Twain was much in Europe and the business was left to the new manager. For 
years afterwards, he worried about the repayment of his debts and was forced to lecture and 
write merely in order to meet his obligations. 

It is hardly necessary to argue the case of Webster’s responsibility for the bankruptcy. 
Webster had left the firm seven years before the failure. Mark Twain was much abroad and 
dependent on an incapable manager. In his old age Mark Twain had borne false witness 
against his kinsman, friend, and partner. The editor says that the explanation lies in Mark 
Twain’s habit of blaming a person whom he had injured. 

An important part of the book consists in the information about Mark Twain’s other 
business ventures—those that drained the publishing house of its capital. We have already 
noted the patent for engraving. An even more costly venture was the Paige typesetting 
machine, in which he sank about $300,000. He is said to have lost over $25,000 in backing 
each of the following—a patent steam generator, a steam pulley, and a device for marine 
telegraphy. He invested in western land and bought securities which we hear about largely 
when the prices fell—stock in American Bank Note Company, Denver and Rio Grande, 
Western Union, the Independent Watch Company of Fredonia, the American Exchange, and 
the Oregon Trans-Continental (on margin). Mark had suffered from fires in his home and 
bought hand grenades to put them out. Accordingly, he bought stock in a hand-grenade 
company. Similarly, he had been annoyed by his children’s becoming uncovered in their 
cribs. Accordingly, he invented a bedclamp to take the place of safety pins. He sank not a 
little money in perfecting the device to sell at $2.25 and $3.00 each. He did not reflect that 
anyone could make the contraption and that it would tear the clothes as surely as the safety 
pins. 

Mark Twain was an idealist who had insight into character and human conduct, but he 
had no ability to size up diffculties or dangers that his pet ideas might encounter. Being an 
American he was entitled to speculate. Living in the late nineteenth century, he was hopeful 
that every mechanical contrivance would turn out a success. And, being all these things and 
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living when he did, he saw pots of gold in strange corners; and, like Tom Sawyer and Huck 
Finn, he would dig them out by the light of the moon. 

Lovable, sparkling, peppery, and cantankerous, Mark Twain was a literary success. He was 
a petty capitalist who made profits out of his idealism. But, when he spread to larger fields, 
to industrial capitalism in which realism was required, he was a failure. He was not content 
to be the American Dickens but wanted to be both Hetty Green and Thomas Edison. Had he 
lived off his royalties and not questioned his early publishers’ integrity, he would have led a 
more placid life, though he would have had less adventure. 


Harvard University N.S. B. Gras 


Business Leadership in the Large Corporation. By Robert Aaron Gordon. Washington, D. C.: 
The Brookings Institution, 1945. Pp. xiv, 369. $3.00. 


Business leadership in the large corporation includes “initiation and approval of decisions 
affecting important economic variables which have a strong impact on the firm’s activities 
(including choice of the men who make these decisions) and co-ordination or the creation 
and maintenance of organization” (p. 53). What are the typical offices of business leadership 
in the large corporation? What are the conditions under which occupants of these offices 
undertake the role of business leadership ? In order systematically to answer these questions 
on the basis of evidence from the 1930’s, Robert A. Gordon has treated comprehensively top 
executives, minor executives, boards of directors, stockholders, and interest groups, including 
government. His answers help to fill the gap in our knowledge of structural and iunctional 
organization for making decisions in the large corporation, a gap that stands in the way of 
an integrated interpretation of the role of entrepreneurship in the large corporation. 

Mr. Gordon has, in my opinion, been successful in producing the best available preface to 
instruction and research in developments concerning the role of entrepreneurship under 
circumstances of the “multiple executive” and within the corporation in which the roles of 
ownership and effective decision making are largely separate. In this study of business leaders 
and their functions in creating economic change and adjusting the firm’s activities to change, 
he has integrated a store of information on the role of business leadership and provided 
criteria for sifting and saving data when new situations are studied. In my opinion, however, 
Mr. Gordon has made a mistake of omission: “We shall not concern ourselves with the prob- 
lem of which words should be applied to which concepts” (p. 49). Search for a definition, 
with dialectic consideration of alternative proposals in the light of information from case 
studies, may reveal types of fact which are relevant to an investigation. And precise language, 
with precise implications, should contribute to clear reasoning and description, especially 
when the use of certain concepts is widespread and frequent. Mr. Gordon’s exposition of 
business leadership is abundant in unlabeled implications pertaining to the problem of which 
words should be applied to concepts of entrepreneurship and the entrepreneur. 

One of Mr. Gordon’s major propositions is that salaried managers, who by training and 
experience are professional executive experts, typically exercise the important functions of 
business leadership. Persons who have nominal, though ineffectual, voice in the affairs of the 
firm, as well as those who elect to default in translating power into action, may be prominent 
on the organization chart of management; but, in his opinion, they are not participants in 
the role of business leadership. Nor do the participants include outside interest groups which, 
through various pressures, influence managerial decision making and thus act as agents in the 
economic environment surrounding leadership. The chief executive, typically under authority 
of a passive or sporadically active board of directors, creates and maintains organization 
applicable to the firm as a whole, thereby exercising a co-ordinating function which cannot 
be delegated. Lesser executives in the large corporation initiate or approve many decisions on 
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specific problems involving the nature and scope of the firm’s activities, thereby exercising 
responsible functions which may be diffused throughout the organizational hierarchy by 
either vertical or horizontal decentralization. In order to make his discussion of decision- 
making functions more concrete, Mr. Gordon has classified the important types of decision for 
which business leaders are responsible. He has, moreover, emphasized that goals of action 
include not only accrual of profit to the firm, but also accrual of prestige, power, security, and 
various personal opportunities to the executives, who thus respond to numerous financial and 
other incentives which the large corporation affords them. 

Mr. Gordon has adopted various criteria for distinguishing between business leaders and 
agents of outside interest groups. In applying these criteria, he has, I believe, understated the 
extent to which agents of interest groups participate in management through negotiations 
with executives and through procedures for the compromise of executive decisions. A fine line 
would have to be drawn in many case studies in order to distinguish between decision making 
which constitutes participation in the role of business leadership and decision making that 
puts restrictions or pressures on leadership activities. 

Mr. Gordon’s discussion of motives for and incentives to performance of the role of busi- 
ness leadership is an enumeration supplemented by the author’s observations. There is, how- 
ever, little indication of either relative importance of various motives and incentives or 
possible methods of determining relative importance. The discussion probably supports the 
proposition that, as a first approximation subject to modification, long-run accrual of maxi- 
mum operating profit is the primary motive for business leadership, in the sense that its 
satisfaction is the most important means, as well as the yardstick, for satisfaction of other 
motives. Nevertheless, in my opinion, Mr. Gordon has inclined too far to the point of view 
that certain statistics create a presumption that the goal of profit to the firm has been weak- 
ened. Perhaps that goal has been weakened. And the statistics, which show that business 
leaders frequently receive large executive compensations while possessing only small shares 
in the ownership equity, are interesting, as well as valuable for other purposes. But these 
statistics do little to indicate relative importance of various motives and incentives. 

A discussion of the recent corporate setting for the role of business leadership constitutes 
a very competent summary of available quantitative information concerning the importance 
of the large corporation and the nature of stockholding groups. Mr. Gordon has emphasized 
in this discussion, as well as throughout his book, that the separation of the roles of owner- 
ship and control has functional significance only when control is interpreted as effective busi- 
ness leadership. Students of the role of entrepreneurship do not increase greatly their knowl- 
edge of business leadership when they associate control merely with legal powers, with 
passive approval of executive activities, or with actual choice of the board of directors. Mr. 
Gordon has made an important contribution to the literature on entrepreneurship because 
he has asked and answered questions that reach the core of structural and functional organi- 
zation for making decisions in the large corporation. 


Grinnell College JaMeEs H. Strauss 


Timing a Century: History of the Waltham Watch Company. By Charles W. Moore. [Har- 
vard Studies in Business History, XI. Edited by N. S. B. Gras.] Cambridge: Harvard 
University Press, 1945. Pp. xxxiv, 362. $4.00. 


The task of appraising this book is made difficult for the social historian by the fact, 
announced in the author’s Preface but easy to lose sight of as one reads, that the volume is 
written for business executives and for students who presumably aspire to become business 
executives. Mr. Moore’s stated endeavor is to trace policies, setting the basic decisions in time 
and circumstance. Thus the book is not the usual narrative history of a company at all, and 
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many of the developments that would be of interest are barely touched on; for example, the 
evolution of technology in watchmaking, or of marketing methods. Even study of the sources 
of capital is relegated to an appendix and a long footnote. And it is necessary at intervals to 
turn from the text to the table of chronology in order to place properly the author’s com- 
ments in relation to the situation he is discussing. In his Preface Mr. Moore explains that gaps 
in the records make impossible more careful exploration of various aspects of the company’s 
history. Abandoning therefore any attempt to cover the whole story, he confines himself 
largely to statement and evaluation of changing company policies over the ninety-year 
period. 

The undertaking Mr. Moore set himself called for some courage. Occasionally he notes 
that any judgment about the wisdom or folly of a decision must be tentative because there 
is so little evidence of what might have been the outcome of a different policy. But in general 
he has not evaded the responsibility of his self-imposed assignment, and his comments, often 
frankly labeled the fruits of hindsight, expose him to the criticism of men who may contend 
that he condemns or approves without knowledge of all the modifying circumstances of a 
situation. 

His heroes are obviously the two great successful figures in the company’s history, Royal 
Elisha Robbins, treasurer of the company from 1859 to 1902, and Frederic Christopher 
Dumaine, president from 1923 to 1944. After all nothing succeeds like success, and that 
results were obtained by methods that frequently seem ruthless to the casual reader does not 
alter the fact of the success. Still, description of Robbins’ drastic wage cuts in 1857 and 1860 
and Dumaine’s sweeping reforms in the 1920’s and early thirties must stir doubts in many 
minds about the procedures employed. In speaking of the Dumaine regime Mr. Moore says, 
“The value of the military type of organization and the merits of military discipline are too 
well known to need comment here, but the abuses of the military manner are worth some 
mention.” What follows is brief. Dumaine’s policies, regardless of how instituted, sufficed to 
save the company. That, Mr. Moore indicates, is the basis upon which criticism must hinge. 
Indeed the author appears to be so completely imbued with admiration for Dumaine’s accom- 
plishment that he hastily backs water when his text has implied any shortcomings: “.. . . it 
seems reasonably clear that the chief cause of poor workmanship was low employee morale. 
The general attitude of employees at Waltham appeared to be somewhat lacking in initiative ; 
the intention was to produce a good day’s work for a day’s pay, but to avoid either excessive 
effort or original thought..... Dumaine’s vigorous and powerful personality tended to 
inhibit the development of initiative in the rank and file..... In criticizing the morale of 
Waltham employees, there is no intention of discrediting either the employees or the Dumaine 
management. Emphasis has been placed on morale because the production of high-grade 
watches demands more voluntary cooperation between labor and management than is needed 
in the average manufacturing process. Waltham morale was probably better than in the 
average manufacturing plant but Waltham urgently needed a superlatively high morale.” 
This being the case, why should the commentator hesitate to drive his criticism home? 

In spite, however, of occasional irritation at some of the author’s enthusiasms, the most 
prejudiced reader cannot fail to be impressed by the scope of the undertaking. Whatever its 
faults, the book is unquestionably thought-provoking. Perhaps the most interesting single 
chapter for both the student of American economic history in general and the aspiring future 
business executive is Chapter VI, “The Decay of Management, 1910-1921,” in which Mr. 
Moore analyzes company weaknesses and problems in an era that began to reap the whirl- 
wind. Painfully familiar to the small investor in many enterprises is the story of Waltham’s 
mistakes and abuses. Scarcely less provocative is Chapter XVI, “Finance and Management,” 
which reviews and compares the data relating to every period of the company’s career. 

Many of the author’s pronouncements may be controversial, but they have the great merit 
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of stimulating exploration of possible alternatives for management. For use in the classroom 
of the business school the book should be invaluable. Mr. Moore makes no attempt to lay 
down definite rules for successful business administration but he repeatedly suggests what he 
considers to be fundamental principles: “The task of managing a particular business usually 
changes too rapidly for individual adjustment. New conditions call for revisions of policy 
that violate the established principles of the executive. Previous experience, habit, and preju- 
dice prevent a prompt response to the new conditions—administrative efficiency begins to 
wane..... This rhythm of success and failure occurs too often in the ninety years of Waltham 
history to be purely accidental. There is, in fact, a clearly discernible pattern in the develop- 
ment of the watch industry that correlates with changes in management. This pattern is of 
interest in that it suggests the possibility of predicting the date at which a change of manage- 
ment may be desirable and of determining the qualities which the new executive should 
possess.” 

Whether or not one accepts Mr. Moore’s particular conclusions, he has performed a service 
in tossing into the ring a number of issues that can be thrashed out more effectively for his 
having stated them sharply. 


Smith College CoNsTANCE MCLAUGHLIN GREEN 


ALEXANDER HAMILTON 


Alexander Hamilton. By Nathan Schachner. New York and London: D. Appleton Century 
Company, 1946. Pp. vi, 488. $4.00. 


Although widely acclaimed in popular reviews as being the best biography of the great 
conservative aristocrat, nationalist, and statesman of industrial capitalism, this latest study 
of Alexander Hamilton is only moderately satisfactory. 

There is good basis for the chorus of applause that Mr. Schachner has received for his 
praiseworthy exploitation of much previously unutilized manuscript material in widely scat- 
tered libraries and historical societies ; for the insight, discrimination, and relative objectivity 
of his delineation of Hamilton’s character and motivation; and for his literary style, so lucid 
and commendably free from verbiage. He gives us treatments, ranging from good to excellent, 
of many phases of Hamilton’s life down to 1788: of his fledgling mercantile experiences in the 
countinghouse of Nicholas Cruger of Christianstadt, St. Croix; of his preparatory and colle- 
giate studies in America, his dazzling debut as a patriot orator and pamphleteer in the Revo- 
lutionary crisis, his military career during the War for Independence, and of his relations 
with General Washington; of his marriage to Elizabeth Schuyler; of his legal studies and 
career as a lawyer, his oft-repeated suggestion of the establishment of a national bank, 
and his indefatigable labors throughout the 1780’s for a strong continental government; of 
the extremity of his political views which precluded his playing a very vital role in the draft- 
ing of the new Constitution; and of his brilliantly persuasive advocacy, by pen and voice, of 
the ratification of ‘the frail and worthless fabric,” as he later termed it. 

And yet, Mr. Schachner’s book falls measurably short of offering a definitive treatment of 
Hamilton; and it is not the scholarly tour de force that it has been represented as being. The 
initial chapter, captioned “West Indies Background,” is sadly vitiated by neglect of the 
evidence adduced in Harold Larson’s article on “The Birth and Parentage of Alexander 
Hamilton” in The American Genealogist for January 1945, which freshly illuminates and 
elucidates the marital and extramarital problems of Hamilton’s mother, Rachel Fawcett 
Levine, and strongly indicates that Hamilton was born at least two years earlier than the 
conventionally accepted date, January 11, 1757. There is room to note only a few of the other 
fairly numerous lapses from exact scholarship. Virginia’s repeal of its original grant wrecked 
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the first impost project late in 1782, some months before the New York legislature’s allegedly 
decisive reversal of its attitude on March 15, 1783 (p. 159). Spain was not “our ally” in 1782 
(p. 168). There is a discrepancy in dates given on different pages (178, 194, 233, 234) about 
when the Federalists first won political control of the New York legislature. It is erroneous 
to speak of Hamilton piloting through a charter for the Bank of New York which he helped 
to establish in 1784 (p. 182); that institution was not chartered until 1791. The reasons 
assigned (p. 188) for the sparse attendance at the Annapolis Convention do not include the 
significant facts emphasized by M. Otto, the French chargé d’affaires in his letter to Vergennes, 
October 10, 1786, to the effect that the public-security holding interests deliberately sabotaged 
the meeting because its agenda was limited to the consideration of commercial relations and 
regulations, and that the delegates from several New England states deliberately tarried in 
New York to avoid reaching Annapolis on time. No mention is made of Hamilton’s being a 
member of the final Committee of Style and Arrangement of the Federal Convention. Chron- 
ology would appear to be distorted in the discussion (pp. 223-224) of Hamilton’s use in the 
New York ratifying convention of a letter from James Madison concerning the validity of 
conditional ratification ; although it should be remarked that Schachner gives (p. 454, n. 42) 
an irrefutable demonstration of Edward Channing’s error in questioning the authenticity of 
the letter. ] 

Less satisfactory than the account of Hamilton’s career to 1788 is the handling of the 
momentous sixteen years between the triumph of the Poughkeepsie Convention in July 1788 
and the tragedy of the Weehawken duel in July 1804. It seems disproportionate to devote 
more space (pp. 35-227) to the period 1774-1788 than is given (pp. 228-402) to the period 
1788-1801 when Hamilton as fiscal expert and party leader was by far the most important 
man in the country. At numerous points, to be sure, Mr. Schachner continues to supply many 
illuminating new details gleaned from manuscript sources. But his narrative has decided 
shortcomings as a picture of the administrative genius who vitalized the new Constitution in 
operation, shaped the national fiscal policy, vitally influenced the formulation of national 
foreign policy, and functioned as “the power behind the throne” throughout Washington’s 
two administrations and well into that of John Adams, The careful student in search of sober 
facts is likely to rely upon earlier monographs by Charles A. Beard, Joseph S. Davis, Samuel 
F. Bemis, Claude G. Bowers, P. J. Van Winter, and others. 

The scholarly accuracy of the second half of the volume falls decidedly below the level 
maintained in the first half, leading one to question whether Mr. Schachner made a really 
careful firsthand study of the materials involved. It is misleading to say (p. 233) that John 
Adams almost lost the vice-presidency to Jefferson in 1792 on account of Hamilton’s sugges- 
tion that some Federalist electors withhold their votes from him; George Clinton was Adams’ 
leading Republican rival in that election. Jefferson, a minor contender, received 4 votes, not 
10, from Kentucky (p. 309). John Adams was sworn in as vice-president on April 21, 17869, 
not along with Washington on April 30 (p. 235). Elias Boudinot was a representative from 
New Jersey, not New York (p. 235) ; Samuel Livermore from New Hampshire, not New 
York (p. 253) ; John Beckley was never a representative from Pennsylvania (p. 302), he was 
a Virginian who served as Clerk of the House from 1789 to 1797 and again from 1801 to 1807. 

I have never seen anything except hearsay evidence to sustain the statement that Wash- 
ington offered the secretaryship of the Treasury to Robert Morris in 1789 before offering it 
to Alexander Hamilton (p. 236). Morris had already accepted election as senator from Penn- 
sylvania, whereas Hamilton had deliberately held aloof from both the Senate and the House, 
presumably so as not to be constitutionally debarred (Article I, Section 6) from appointment. 
It is not exactly true that Hamilton “had to create a department de novo” (p. 240) ; its 
internal organization was based in considerable measure upon previous development and was 
prescribed in some detail by the act of Congress of September 2, 1789; moreover, according 
to Hamilton himself, much of the routine work of organizing its procedures was performed 
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by Oliver Wolcott, first as auditor, later as comptroller. There are various loose statements 
(pp. 236, 243, 260) about Jefferson’s appointment as Secretary of State. 

William Bingham, Philadelphia capitalist, sent an extremely long letter to Hamilton on 
November 25, 1789, offering detailed advice on fiscal policy, which probably had a greater 
influence upon the preparation of Hamilton’s first “Report on Public Credit” than James 
Madison’s rather brief and generalized letter of November 19, 1789 (p. 243). Mr. Schachner 
leans on a very frail reed when he cites (p. 250) a letter from Angelica Church to Hamilton 
as making it “obvious” that the latter “had communicated some details of his pending report 
to her—and necessarily to her husband—well before it reached Congress.” Actually, the date— 
January 7, 1790—given on page 71 of Allen McLane Hamilton’s The Intimate Life of Alex- 
ander Hamilton refers, not to Angelica’s letter, but, somewhat erroneously, to the presenta- 
tion of Hamilton’s report to Congress (dated January 9, 1790, and communicated to the 
House on January 14, 1790). Thus the whole indictment falls to the ground. 

Hamilton did not have to use his earlier “Report on Public Credit” as a springboard for 
his “Report on a National Bank” (p. 268) ; it was made more directly in response to a reso- 
lution of the House, passed August 9, 1790. It was not Hamilton’s report, received by the 
House on December 14, 1790, but the bill subsequently drafted by him for a Senate com- 
mittee and passed by the Senate in slightly amended form on January 20, 1791, which went 
through “three leisurely readings” in the House (p. 270). To say (p. 272) that Hamilton 
“studied the opinions of Randolph and Jefferson carefully ; then sat up all night to draft his 
argument to the contrary” is misleading; he devoted an entire week to the task, making at 
least three successive drafts of his “Opinion on the Constitutionality of a National Bank,” and 
merely finished it the last night before presenting it to the President. 

It may be doubted that “the clang of machinery stitching shoes faster than the human hand 
could follow” (p. 277) ever disturbed Jefferson in the 1790’s, since such machinery was not 
invented until some time after his death in 1826. To say (p. 278) that “The House pigeon- 
holed the Report on Manufactures and did nothing about it” is substantially untrue; for, of 
the thirty specific recommendations of legislative action made by Hamilton in the report, 
twenty-one were followed by Congress in enacting the Tariff Act of May 3, 1792. The owner- 
ship of lands and water rights by the famous S. U. M. (The Society for Establishing Useful 
Manufactures) has not continued “to the present day” (p. 281) ; they were finally purchased 
by the city of Paterson on October 22, 1945. 

Mr. Schachner’s discussion of the relations between Jefferson and Hamilton (pp. 293-303) 
tends to ignore certain early stages (January—May 1791) of the rift between them, as well as 
Jefferson’s lengthy and specific indictment of the Hamiltonian fiscal measures in a long letter 
to President Washington dated May 23, 1792. It is probably incorrect to speak of Jefferson’s 
having “early weaned [Madison] away from the Hamiltonian fold” (p. 294) ; Madison had 
tended to part company with Hamiltonianism in the controversies over the proposed dis- 
criminatory tonnage duties in 1789 and over indiscriminate funding of the continental debt 
in February 1790, before Jefferson appeared in New York to take up his duties as Secretary 
of State. It is perhaps unfair to charge Hamilton with a deliberate determination “to force 
the issue to extremes” by proposing a tax on whisky (p. 304), when Madison had advocated 
a tax on home distilleries in his letter to Hamilton of November 19, 1789 (p. 243), and later 
actually voted for the Excise Act which became law on March 2, 1791. It is contrary to fact 
to state (p. 331) that Hamilton “had forced his chief antagonist, Jefferson, to resign his 
office”; President Washington repeatedly importuned Jefferson to retain his post and only 
very reluctantly acquiesced in his final retirement. 

The comment on newspapers in 1801 (p. 404) contains several inadvertencies: “Freneau’s 
National Gazette, Cheetham’s American Citizen, Duane’s Aurora, the papers of Bache and 
Callender, spread Republican doctrine across the land.” Actually, Freneau’s National Gazette 
had been published for only two years, 1791-1793 ; and Duane succeeded to the editorship of 
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the Aurora only after Bache’s death. It is not true that “the retiring President, John Adams, 
had sat up most of the night signing appointments to the newly created offices” under the 
Circuit Court Act of February 13, 1801 (p. 410). The term “mid-night judges” had a different 
connotation. ; 

Dozens of other items might be added to the foregoing “Syllabus of Errozs.” The author or 
the publisher should have taken the precaution of having the manuscript read and criticized 
before the book was published; for, despite the errors, the book does make certain contribu- 
tions of value. Paradoxical as the statement may seem, it is the best biography of Hamilton 
that I have read. 


New York University James O. WETTEREAU 


HISTORIES OF LABOR UNIONS 


The Brotherhood of Sleeping Car Porters: Its Origin and Development. By Brailsford R. 
Brazeal. New York: Harper and Brothers. Pp. xiv, 258. $3.00. 


The Pullman Porters’ Brotherhood occupies a unique position in the world of organized 
labor. It is a union of Negroes, organized by and for them, but it does not discriminate against 
fellow workers of other races. It is “proud of the fact that its membership includes white 
barbers, Chinese maids, Filipino attendants, and Mexican porters.” The brotherhood belongs 
to the American Federation of Labor which will not order its affiliated unions to eliminate 
Negro-exclusion provisions from their constitutions or rituals, nor to cease other discrimina- 
tory practices, whereas the Congress of Industial Organizations does impose such obligations 
on all its unions. It is organized on an occupational or craft basis, although its president who 
was the leading spirit in organizing the brotherhood was convinced that industrial unionism 
is what the masses of Negro workers needed and wanted. 

Mr. Brazeal describes the origin and development of this unique union with thoroughness 
and understanding. He traces sympathetically yet with judicious detachment the long struggle 
of the brotherhood to establish itself as a functioning organization against the bitter and often 
unprincipled opposition of the Pullman Company, but he does not neglect to point out that 
many of the porters had greater faith in the company than in union organization. The porters 
were apathetic and suspicious of those who were active in forming the union, as well as 
fearful of losing their jobs if the organizing efforts failed. They were aware of the prejudice 
against Negroes in the white men’s labor movement, and they were skeptical of the ability of 
their own people to manage a union successfully. 

Although Leo Wolman in his Foreword says that “the record of this union affords evidence 
of capacity of the negroes to run a large union democratically and to handle their relations 
with employers with common sense,” Mr. Brazeal does not fail to raise questions about the 
concentration of authority in the international office of the union, the “relative lack of indus- 
trial democracy,” and “the necessity for a reasonable degree of paternalism” (pp. 180, 191). 
His account of the Pullman Company’s “techniques of opposition” to unionism, its so-called 
“Employee Representation Plan,” and its use of this plan to prevent the porters from freely 
exercising their organizing and bargaining rights after these had been guaranteed by law, 
documents in a specific case the prevailing practices of employers before the Wagner Act was 
adopted. The story throws light on the fanatical opposition of organized labor to all efforts 
to amend the act. 

The chapter on the “Government of the Brotherhood” peers behind formal structure and 
organization to observe and reveal the actualities of everyday operations. The brotherhood’s 
relations with the American Federation of Labor are discussed to point up the added com- 
plexities of competitive labor-organization and jurisdictional disputes when they are attended 
by problems of race relations. The contractual relations with the Pullman Company, after the 
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brotherhood was certified by the Railway Mediation Board as the authorized representative 
of the porters, are analyzed and described with insight into the intricacies of an uncommon 
wage-payment method and unusual working conditions. And the record leaves little room 
for doubt that the brotherhood meets its responsibilities to the porters whom it represents, 
as well as to the employing corporation, with ability, patience, and statesmanship that com- 
pares most favorably with the organizations of white wage earners. 

In the growing list of histories of labor organizations, this short volume on a relatively new 
union should find a place among the more significant works. 


The Johns Hopkins University Witt M. LEIsERSON 


Lumber and Labor. By Vernon H. Jensen. [Labor in Twentieth Century America.] New York 
and Toronto: Farrar and Rinehart, Inc., 1945. Pp. x, 314. $3.00. 


The lumber industry has received little scholarly attention. The average mind associates 
lumber and the lumberjack chiefly with Paul Bunyan and with the sensational interpretation 
given by Stewart Holbrook in his Holy Old Mackinaw. Mr. Jensen deals with it in volume 
five of a series which has the ambition of offering standard, serious histories of the men and 
women who have worked with their hands to turn raw materials into serviceable goods. 

The first seven chapters are a history of the lumber industry. Mr. Jensen carries the story 
from the Northeast of the United States to the Lake States, then into the South, and finally 
into the forests of the West. It was in the Northeast, particularly in Maine, that the industry 
started. At first the tempo was slow but as it moved westward, it gathered momentum, reach- 
ing its greatest stage of activity in the great Douglas fir region of the Pacific West. In each 
region the industry dominated for a time the markets of the country and then declined to 
where it was unable to meet even the local requirements. It is a story of depletion and 
migration. 

Through the whole story runs the struggle of labor; the last seven chapters, however, are 
particularly devoted to the battles that labor fought in its efforts to unionize. In the nine- 
teenth century, labor gained nothing. This was so in other industries, for it was a period of 
laissez faire, of rugged individualism which was a part of the spirit of both employer and 
employee of that time. During that period of our history we were as complacent about the 
exploitation of our human resources as we were about our natural resources. The public mind 
had not yet come to sense the need of conserving. Other factors, too, such as the seasonality 
of the industry, the isolation of groups in remote regions, and the continuous migration of the 
workers, played an important part in keeping loggers from organizing. Workers were not 
satisfied; they grumbled and cursed, but rarely did they go beyond that. A strike did occur 
in 1872 in the sawmills of Williamsport in Pennsylvania in which the men wanted a ten-hour 
day instead of the twelve- and fourteen-hour day. Their demand was not granted. In the 
early eighties, strikes occurred in Michigan and Wisconsin and finally, in 1886, the ten-hour 
day became quite general; other grievances were also corrected but unions were neither 
important nor powerful. In the South, unions had no chance whatsoever. 

It was in the West, in the Douglas fir region, that labor was most successful. There labor 
made quite a stand; it was an indigenous movement. The fight was bitter. Operators were 
belligerent ; labor was militant. The depression struck the lumber industry early, and labor 
realized the danger of unemployment as employers failed to earn profits and lost capital. 
Finally in 1935 came the great strike which Mr. Jensen calls the “outstanding landmark in 
the history of industrial relations in the lumber industry.” From then on unions were a 
definite part of the industry in the West but a bitter struggle went on between labor and 
employer and within the ranks of labor itself. In masterly fashion Mr. Jensen clarifies the 
jurisdictional disputes and internal conflicts within the labor group and shows how the 
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International Woodworkers of America “emerged a strong fighting union with respected and 
trusted leaders.” 

Mr. Jensen has done pioneer work in a gigantic industry. And his work is that of a scholar. 
He bases his material on extensive research done intensively. He is objective in his approach 
and there is no trace of unbalanced treatment in his material. His story moves smoothly. 
Statistics, which are an important factor in such a study, are wisely chosen and skillfully 
placed. Altogether it is an excellent contribution in a field hitherto sadly neglected. 


St. Olaf College AcNEs M. Larson 


Geshikhte fun der yidisher arbeter-bavegung in di Fareynikte Shtatn [History of the Jewish 
Labor Movement in the United States]. Edited by E. Tcherikower. New York: Yiddish 
Scientific Institute, 1943. Vol. I. Pp. 414. $3.50. 


The Jewish labor movement began among immigrants and grew under conditions deter- 
mined by the character of Jewish immigration. It is natural, therefore, that the five- or six- 
volume history of the Jewish labor movement projected by the Yiddish Scientific Institute 
(commonly referred to as Yivo) should be devoted to considering in detailed fashion the 
characteristics of the various waves of Jewish immigration to America and the manner in 
which the immigrants adjusted themselves to their new environment. 

Beginning as a small trickle from the western European countries, especially Germany, 
Jewish immigration became a vast flood in the last decades of the nineteenth century. The 
deteriorating economic position of the Jews in Russia, Rumania, and Galicia was responsible 
for this mass immigration of eastern European Jews in the eighties and nineties. More and 
more, the Jews were finding themselves excluded from their accustomed occupations and 
subjected to discriminatory laws and violent pogroms; they therefore left their homes in 
increasing numbers for the one country which offered some prospect of security, the United 
States. This country was able to absorb so large an influx of immigrants. because of the pro- 
digious growth of industry during those decades. 

In their efforts to come to the United States, the Jewish immigrants were faced with many 
obstacles, not the least of which was the opposition of the Americanized German Jews who 
feared that these eastern European Jews, whom they looked on as uncouth, uncultured, and 
unassimilable, would endanger their own security and respected position. The German Jews 
went so far as to ship back several thousand immigrants after they had already arrived; and 
they would have sent back many thousands more had they had the power to do so. 

Upon his arrival in the United States, the Jewish immigrant was compelled to earn a living 
either as a worker or as a peddler. Despite the general belief to the contrary, only a small 
percentage of the new arrivals engaged in peddling. For the most part, they became garment 
workers, laboring for long hours and low wages, for contractors and subcontractors, in filthy, 
congested tenements. As the number of immigrants increased, the wages were progressively 
reduced until the worker had to produce much more per day to earn a bare subsistence. Never- 
theless, the majority of Jewish workers refused to look upon themselves as proletarians and 
clung to the hope that they, or at least their children, would someday become members of the 
middle class. And, in the course of time and by dint of hard labor, many eastern European 
immigrants and especially their children succeeded in becoming businessmen, white-collar 
workers, and professional men. 

Although this first volume does not treat the labor movement as such, it sets the necessary 
framework, and, if the other volumes are of the same standard, the series will indeed be a 
thorough and critical study of the Jewish labor movement. It is planned that the volumes be 
composite works by several scholars, but the editor, the late E. Tcherikower, who was himself 
one of the chief contributors, had attempted to achieve a high degree of co-ordination among 
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the efforts of the various contributors. Each chapter is the work of a scholar well acquainted 
with the Jewish and non-Jewish sources. The arrangement of the chapters does not seem ideal 
and there is some unnecessary repetition resulting from the collective authorship, but on the 
whole the co-ordination is good. This is an excellent volume. 


The Dropsie College ELtis RIVKIN 


Father Yorke and the Labor Movement in San Francisco, 1900-1910. By Bernard Cornelius 
Cronin. [The Catholic University of America Studies in Economics, Volume 12.] Washing- 
ton, D. C.: The Catholic University of America Press, 1943. Pp. ix, 239. $2.25. 


Father Yorke was an Irish immigrant and a priest in a city where his church was strongly 
enough established in local tradition to give his countrymen more than usual advantage in 
their struggle for assimilation and improvement in American life. The achievement of Father 
Yorke in San Francisco was that of disciplined, principled, and sympathetic counsel and 
leadership for labor. The story of the affairs with which he had to deal is ample reminder that 
discipline and principle were ordinarily conspicuous by their absence in the economic conflicts 
of the great Pacific port city. 

Father Yorke’s consistent effort was to state and apply the principles of Rerum novarum 
to the relations of labor and capital. This was no mere matter of preaching, editorial writing, 
and lecturing, though Father Yorke did all these. The bulk of his story concerns decisions, 
policies, and negotiations during the teamster-waterfront strike of 1901, and the achievement 
of recognition by the unions; it concerns the San Francisco Labor party; the unsuccessful 
streetcar strikes of 1906 and 1907, during the conservative reaction which followed the earth- 
quake and fire; and the graft prosecutions of 1906-1910, where labor, capital, politics, and 
class struggle merge in an ugly picture from the Progressive era. 

Father Cronin’s book is amply grounded in newspapers and other sources. His writing is 
unnecessarily annalistic and tedious. Except for Leo XIII’s encyclical, there is little appre- 
ciation of factors and forces broader than the year-by-year, and sometimes day-by-day, 
activities of San Francisco persons and groups. 


The Johns Hopkins University CHARLES ALBRO BARKER 


“Gentlemen, The Press!” Chronicles of a Crusade—Official History of the National Union of 
Journalists. By J. F. Mansfield. London: W. H. Allen, 1943. Pp. 579. 155. 6d. 


This important contribution to the literature of journalism, the trade-union movement, 
and political science was written by an experienced journalist, president of the national union 
of journalists in 1918-1919 and trustee since 1919, a member of the staff of London Univer- 
sity, 1925-1934, and of the editorial staff of The Times, 1914-1934. It is written for “an expert 
public” and is an excellent sample of “austerity” printing, not only because it omits much 
which is hoped will be added in a supplementary edition but also because it uses a low grade 
of paper, a compact page, and small type. In spite of the importance of including much docu- 
mentary material throughout the book and in the appendixes, nevertheless it reflects the 
inability of journalists to compress and their inability to avoid prolixity and diffuseness. It is 
a monument to the inflexibility of journalistic training and habit and its limitations in a com- 
plex society. Everything is sacrificed but words. 

Snowden once commented that the national union of journalists was the greatest achieve- 
ment in trade-unionism in that it organized one of the most difficult classes of labor, over- 
coming “respectability,” isolation, and a variety of grades. Mr. Mansfield traces the history 
of this union from its origins in 1906 through the war periods to 1943, when it had a member- 
ship of about 7,500. It emerged with the rise of combines, the domination of finance, and the 
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decline of family ownership after the Institute of Journalists, established in 1884 and includ- 
ing proprietors in its membership, evoked protests by its inability to meet the problems of the 
depressed condition of journalists incidental to the continuation of weak papers. The union 
was assisted notably by Lord Northcliffe who regarded himself as a professional journalist, 
in contrast with other owners, and who also saw the importance of hastening the decline of 
small papers by raising wages. Capital joined with labor in the fight against threats from the 
demoralization created by small, weak papers. The union flourished through the initiative and 
support of better paid journalists and through the effectiveness with which it could use the 
threat to strike. Numerous biographical sketches are included with a description of work 
done in reducing competition, toning down sensationalism, securing or preventing legislation 
improving or endangering the position of the journalist, fighting strategic court battles, and 
working out agreements with newspaper owners. The history of affiliation with the printing 
trades, with the Trade Union Congress, with unions in Wales, Scotland, and Ireland, and with 
international bodies throws fresh light on the increasing range of interests and on the prob- 
lems created in the field of journalism. The book is a significant document in the history of 
the press. 


University of Toronto Harotp A. INNIs 


Labor in America. By Harold U. Faulkner and Mark Starr. Introduction by S. P. McCutchen. 
New York: Harper and Brothers, 1944. Pp. xiii, 305. $1.60. 


The stated purpose of this little volume is to help high-school students to understand the 
labor movement of this country, chiefly by means of an examination of the history of the 
movement. Eight of eleven chapters trace the growth of unions from Colonial days to the 
present, with emphasis on events since 1933. The development of the Knights of Labor, the 
American Federation of Labor, the Industrial Workers of the World, the railroad brother- 
hoods, and the Congress of Industrial Organizations is adequately described. The authors 
then turn to a discussion of governmental policies toward labor in a chapter entitled “Labor 
and the New Deal.” Union structure, administration, policies, and problems, incidentally 
touched upon in the historical chapters, are examined at greater length in two concluding 
chapters. A useful bibliography is included. 

Although the authors admit that unions can and do make mistakes, their treatment is 
generally laudatory. As an aid to understanding the contemporary labor movement, the book 
would be more useful if the authors either considerably expanded their last two chapters or 
accompanied their historical narrative with more analysis and interpretation. However, in 
view of the difficulties of treating in a brief, popular fashion the history and current status 
of the labor movement in the United States, it must be concluded that the authors have done 
an admirable job. Their book should be useful, not only in high-school classrooms, but also in 
adult-education groups. 


The Johns Hopkins University Cartes C. KILLINGSwoRTH 


Trade Union Publications. By Lloyd G. Reynolds and Charles C. Killingsworth. Baltimore: 
The Johns Hopkins Press, 1945. 3 vols. Pp. xxxii, 416; lvii, 486; xv, 487-931. $25.00. 


Trade Union Publications is a subject index of the official journals and convention pro- 
ceedings of international unions and national federations. The material is listed under 1,500 
subject headings, and deals with every aspect of internal and external problems, of policy, 
and of the attitude of the organized labor movement. Students of labor will find the index 
a substantial aid in research, and it will lighten the work and save the eyesight of many 
scholars. 
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Equally valuable is the chronology of unions, and information on the type of documents 
available. The short summaries of the contents of publications are models of precision, accu- 
racy, and conciseness. I found one minor error, the misspelling of P. J. McGuire’s name on 
page 120, It is a truly outstanding job, and the authors deserve the thanks of all scholars in 
the field. 

The authors recognize that the material is highly partisan, albeit an indispensable record of 
union labor’s struggles and achievements. Maturity and experience are requisites for those 
who would work in labor documents, and the untrained graduate student may find the 
journals and convention reports as critical as a mail-order catalogue. It is therefore important 
that other sources be used at the same time, and that nonlabor newspapers and periodical 
literature be consulted. 

It seems to me that the authors might have avoided indexing such subjects as social security 
on which labor opinion is standardized. Space could have been devoted to other material. 

Some important sources for the study of labor have not been included. It is no criticism of 
the work of Messrs. Reynolds and Killingsworth, for inclusion would have presented some 
serious difficulties. Yet it is important to recognize that city labor papers and the journals of 
specific locals are important sources for the study of labor activity. Even casual pamphlets 
and leaflets written in a period of controversy or tension may shed more light upon a problem 
than reams of convention discussion. Library collections, even those specializing in labor 
history, are weakest in this type of material, and it would be a great service to scholars if 
more effort were made to build up source materials emanating from locals. This is of course . 
the more difficult bibliographical task, for many city labor papers are “paper and paste jobs.” 
Yet they are of considerable importance, for they are not controlled by the central organiza- 
tion, and they are thus likely to reveal differences and controversies “played down” in the 
official journals. Sometimes they may shed light on some obscure internal issue or reveal an 
unknown facet of an older one. Inclusion of these sources was perhaps not practicable, but 
the authors might have discussed this problem in their excellent introduction. 


Brown University Puitip TAFT 


LIBERALISM 


Edward Bellamy. By Arthur Morgan. New York: Columbia University Press, 1945. Pp. xx, 
468. $5.00. 


Looking Backward, 2000-1887, Edward Bellamy’s utopian romance, enjoys an unusual 
position in the literature of social protest. Within two years of its publication in 1888, it had 
sold over 200,000 copies in the United States. It won a wide and sympathetic audience outside 
of the country. It gave birth to the Nationalist movement which exercised an influence that 
went far beyond its short life. Looking Backward left its mark upon Populism and twentieth- 
century progressivism. In intellectual, middle-class circles this vision of the future was at once 
a stimulus and shock and a message of hope. Such diverse figures as Mark Twain, Thorstein 
Veblen, Eduard Benes, Eugene Debs, and John Dewey were significantly affected by its 
imaginative and challenging qualities. 

The peculiar fame of Looking Backward obscured not only its sequel, Equality, and Bel- 
lamy’s earlier writings, such as The Duke of Stockbridge, a novel dealing with Shays’ Re- 
bellion, but also the author himself. In his detailed biography, Arthur E. Morgan, former 
president of Antioch College and chairman of the Tennessee Valley Authority, rescues Edward 
Bellamy from undeserved semioblivion. Mr. Morgan discerns the signs of true genius in 
Bellamy. He is convinced that the potentialities of his varied and enormous gifts had not 
been realized when Bellamy died in his forty-eighth year. Bellamy’s promise, if not his actual 
achievement, makes him, in Mr. Morgan’s view, “almost a modern Leonardo da Vinci” 
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in breadth of interests, and worthy of favorable comparison with Hawthorne, Emerson, 
Thoreau, and Freud. Bellamy, writes his biographer, “took Utopia out of the region of hazy 
dreamland and made it into a concrete program for the actual modern world.” 

These judgments find more support in Mr. Morgan’s understandable enthusiasm and per- 
suasiveness than in the evidence. No room for doubt, however, remains concerning Bellamy’s 
precocity, the range and seriousness of his interests, his concern with essential intellectual and 
social problems, his flashes of intuitive insight, the completeness of his rebellion against 
middle-class ideals and values, and his marked literary talents. It is not without significance 
that Bellamy expressed admiration for military organization and a soldier’s career and 
penned his first prescription for social and economic well-being when he was ten. At that 
tender age he drafted a law for curing the “idle and lazy” inhabitants of San Domingo of 
their ills. Looking Backward was not merely a fanciful romance which accidentally turned 
into a plan for organizing an advanced, industrial society. Its sources lay deep in Bellamy’s life 
and it reflected two decades of his preoccupation with “the social problem.” 

Mr. Morgan’s biography contains a rich store of hitherto unpublished manuscript material 
and provides a great deal of fresh information on Bellamy’s intellectual and personal life and 
on many aspects of the Nationalist movement, particularly on the latter’s connection with the 
theosophical movement. Students of American social movements and thought are, therefore, 
in Mr. Morgan’s debt. Unhappily, his study is not without fault. At many points the appraisals 
of Bellamy’s qualities and achievements appear to be quite uncritical. Mr. Morgan plays 
almost as lively a part in the biography as the subject. Drastic editing would have improved 
his book and rendered it less repetitious. The relation between Bellamy’s thought and the 
contemporary labor movement is largely ignored, and some of the implications of Bellamy’s 
nationalism and his conception of the state call for fuller and more acute consideration. 
Finally, it seems curious that Mr. Morgan is not more critical than he is of the military, 
hierarchical social structure sketched in Looking Backward—so suggestive of totalitarian 
corporate organization—which is fundamentally in conflict with Bellamy’s democratic orien- 
tation and his conscious egalitarian philosophy. 


Queens College of the City of New York Henry Davip 


The Church and the Liberal Society. By Emmet John Hughes. Princeton: Princeton Univer- 
sity Press; London: Humphrey Milford, Oxford University Press, 1944. Pp. xv, 310. $3.00. 


An Essay on the Economic Effects of the Reformation. By George O’Brien. Westminster, 
Md.: The Newman Bookshop, 1944. Pp. x, 194. $2.50. 


“The Liberal Society,” says Mr. Hughes, “was the final product of the elements—all the 
elements—constituting the titanic social revolution that spanned the period from the Protes- 
tant Reformation to the French Revolution.” His book is offered as a historical and analyti- 
cal survey of that period and its modern sequel, leading through nationalism, secularism, 
individualism, and materialism to chaos and collapse. The sources used are mainly secondary 
and familiar—Weber, Tawney, Laski, Beard, et al—but they are supplemented from a work- 
ing knowledge of recent Catholic history and teaching ; and since Mr. Hughes writes avowedly 
from this point of view his book has the unity of a well-argued brief. The style is warm and 
vigorous, and occasional overstatements are balanced by passages of genuine insight. The 
volume is one of the finest jobs of design and production I have seen recently, the more note- 
worthy in that it was done under war conditions. 

The real villain in Mr. Hughes’s historical drama is economic individualism, with its 
panoply of arbitrary theories, false assumptions, and vested interests. While as a fellow 
Catholic I am entirely willing to cheer his assault on this bastard, I am quite unwilling to 
identify this figure with liberalism in general, or, as Mr. Hughes writes (using capitals 
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throughout) the Liberal Society. On his very first page he pits Liberalism and Catholicism 
against one another as the chief protagonists of the last five centuries. This involves repre- 
senting the church as much more antiliberal, in the broad sense, than it really was during 
most of this period; and it involves, almost incidentally, pitching Luther and Calvin into the 
liberal camp. I submit that, wherever else these gentlemen belong, it is not there. Mr. Hughes 
would have been on safer ground had he built his thesis around the basic Catholic doctrine of 
freedom of the will; but then his dichotomy would have been far less simple. Two names are 
conspicuously missing from his index: Aristotle and Acton. Further down the alphahet, 
neither Bright nor Cobden is allowed an appearance, though there is plenty of Marx and 
Spencer. Gladstone is mentioned only for his opposition to the ultramontanism of Pius IX; 
that is hardly enough to put him in the lineage of Voltaire and Diderot. A study of modern- 
ism would have been highly germane to Mr. Hughes’s interpretation; and he could surely 
have afforded to mention such achievements of English liberalism as the abolition of slavery, 
the successful struggle for social welfare and the right of association, the liberation of Ireland 
—and Catholic emancipation! 

Of course it could still properly have been argued (as I have recently done, though un- 
fortunately without knowing at the time of this volume) that the foundations of modern 
liberalism were too shallow; but instead, Mr. Hughes—perhaps without quite realizing what 
he is doing—takes over the term liberalism in its old seminaristic and Latin usage, which 
makes it simply the exponent of French Revolutionary doctrines, and blows it up into a 
thesis that is too broad to make good historical sense to Anglo-American readers, especially 
Protestants. As the Rev. J. J. Scanlon, S.J., pointed out recently, the church uses the term 
liberalism in a special technical sense, and thereby frequently gets itself misunderstood. 
Surely there is a place, now more than ever, for a political philosophy that rejects both 
standpat conservatism and the collectivist statism that is trying to steal a title to which it has 
no right whatever. The fact that that philosophy is called Liberalism should not be con- 
strued to imply that the Catholic church has nothing to do with it. On the contrary, it has 
everything to do with it. 

Mr. Hughes calls his penultimate chapter “An Autopsy”; by that time his idea of liberalism 
is hardly distinguishable from Laski’s. Then having got his Liberal Society finally disposed 
of, he offers us “The Faith of Democracy” as an explicit alternative; but he does not get it 
into clear focus. “Democracy’s base is religious and specifically Christian in essence.” I agree; 
but on that ideal plane of argument the same can be said, with at least as much justification, 
for Liberalism. And democracy as she is spoke bears no more resemblance to its platonic idea 
than does the Liberalism of the nineteenth century. It is true and necessary to say that de- 
mocracy rests on the absolute value of free personality and is in that sense egalitarian; I am 
not at all sure (and neither, I think, will Mr. Hughes be if he pursues the matter) that the 
transition from this democracy of the City of God to the actual political democracy of the 
city of man, as now variously located, is a smooth or even a safe passage. 

To cap the dilemma we are told on the wrapper of the book (though not inside) that 
“Mr. Hughes, with his profound belief in Christian democracy, is a strong liberal himself.” 
I wish he had devoted more care to explaining in what sense that statement is true—as I am 
sure it is, both of himself and myriads of his coreligionists, high and low. Had he done so his 
very sincere and serviceable book would have been of even more value, especially to Catholics. 
All who read this work will want a sequel; and these comments are by way of encouraging 
the author to write one. 

The Newman Bookshop is to be thanked for arranging this reprint of George O’Brien’s 
essay, originally published in England in 1923. This was one of the first books to introduce 
the work of Max Weber to English readers; and despite the amount of good later work in 
this field, O’Brien’s book is still of first-rate importance to all serious students. 


Smith College Wr11am AyLotTT OrTON 
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The Liberal Tradition: A Study of the Social and Spiritual Condition of Freedom. By 
William Aylott Orton. New Haven: Yale University Press, 1945. Pp. xiv, 317. $3.50. 


The bewildering confusion of values in a world in crisis has prompted a professor of 
economics to a diagnosis of the current ills of society which he has faith may be cured by the 
application of “the noblest of political philosophies.” Mr. Orton believes “that liberty is itself 
the highest political end,” that “the claims of free personality determine the limits of political 
action,” and that the liberal system is that which holds control by the state to a minimum. 
Our current trials come from the development of tendencies hostile to that tradition. The 
breakdown of universality, in religion by Calvinist individualism, in the polity by the 
sovereign national state, and in society by class struggle, weakened an earlier sense of com- 
munity. Without that basis for voluntary conformity, many groups at every level have been 
driven to a violent recourse to force to attain their ends. The solution lies in the reintegration 
of individuals into the community through catholic religion. The coercive mechanisms of 
government, thus rendered superfluous, would wither away to an innocuous minimum. 

I am not disposed here to quarrel with a general point of view which reflects the perspec- 
tive of the nineteenth-century English country vicarage. There are many admirable aspects 
to such an outlook. Thus, the hatred of war, in this volume, imbues with force and with 
feeling trenchant discussions of the past decade’s diplomacy. Other aspects are less admirable, 
however. There is, for instance, an aristocratic distaste for democracy of the masses. There 
is a peculiar type of insularity that will demonstrate the weakening of the impulse toward 
association by citing the dissolution of “the home, the farm, the manor, the estate, as 
centers of integrated living,” all unaware of the variegated life in the modern equivalents, 
the trade union, the club, the lodge, even the corner saloon. There is also the related distrust 
of what is different, of “abstract academic dogma,” of “power-hungry intellectuals,” and of 
“French rationalism,” and a willful blindness to what is unpleasant: “The proletariat is an 
idea rather than an actuality, precipitated by that vague and chronic discontent which 
materialism always engenders among the half-educated.” , 

But more to the point is the fact that quest for a tradition involves an appeal to history, 
a dangerous course for one who would be both catholic and liberal. Mr. Orton is determined 
to discover an affinity, and find it he does, but at the expense of sad distortions. Consistently, 
he acts the freebooter among ideas. Refusing to respect the integrity of their wholeness within 
a given context, he levies upon them indiscriminately for snatches of what will suit his pur- 
poses. That nationalism as it developed in the nineteenth century was closely allied with 
Liberalism becomes unimportant as against “the inherent affinity between nationalism and 
absolutism.” The role of Puritanism in the seventeenth-century struggle against the English 
monarchy is dwarfed by its innate incompatibility with Liberalism. Such juggling requires a 
certain amount of intellectual dexterity; does not Mr. Orton’s method find places in the 
liberal tradition for Aristotle and Peter, to say nothing of Burke and Castlereagh? But such 
efforts are largely waste labor. Of its nature, a tradition is historical. And unfortunately what 
Mr. Orton has written does not make good history. 


Harvard University Oscar HANDLIN 


THE CO-OPERATIVE MOVEMENT 


A Century of Co-operation. By G. D. H. Cole. Manchester: The Co-operative Union, 1945. 
Pp. iv, 428. 10s. 


With ease born of thorough familiarity with the subject, the author carries the reader 
through the intricate history of the British co-operative movement from its early traces to 
1944, the centenary of the founding of the Rochdale Society of Equitable Pioneers. As is to be 
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expected from a work by Mr. Cole and one officially inspired by the Co-operative Union, this 
history is written from a sympathetic point of view. Nevertheless, critical evaluation of 
policies and personalities is not lacking, while shortcomings, shortsightedness, and failure to 
live up to ideals are recognized where they occur. 

While the center of interest is always the successive steps by which the movement pro- 
gressed from its obscure beginnings to the great membership and varied and extensive enter- 
prises which it comprises today, the development is consistently portrayed in the light of 
historical forces and in relation with other social movements, as itself a part of history. 
Thus the story of the Rochdale Society is presented after a picture of England’s social and 
economic conditions in the 1840’s and a survey of previous experiments in co-operation, 
Owenite and earlier. Chartism, trade-unionism, Christian socialism, and other programs for 
improving the condition of the working classes are described as they impinged upon the co- 
operative movement, but they are subsidiary to the main theme. Consumers’ co-operatives 
receive the largest share of attention, other aspects such as producers’ co-operatives and co- 
operative banking being subordinated. The entry of co-operatives into the wholesale field 
proved to be an incentive to expansion but also to involve new perplexities, such as the proper 
scale of wages for employees and the profitable management of factories and plantations 
owned by the Co-operative Wholesale Society as well as, occasionally, their competition with 
producers’ co-operatives in the same industry. 

In addition to succinct treatment of the part played by co-operation in relation to the 
woman’s movement, education, and guild socialism, there is a fuller study of its connection 
with party politics, from the early inclination toward the Liberals to the creation of a 
Co-operative party and its relations to the Labour party. Although the scope in general is 
limited to the British Isles, including Scotland and Ireland, a chapter is devoted to “Inter- 
national Co-operation.” 

The work is packed with detailed facts, at times taken from obscure sources. Statistics 
abound and valuable charts and maps are included, for this is a serious and not a popular 
study. They are not, however, permitted to obscure the development of the story in its varied 
ramifications, nor to overshadow the part played by individual personalities engaged in the 
movement. The larger aspects of the co-operative movement are kept to the fore, especially 
the contributions it might make to an improved social order, yet there is clear-sighted under- 
standing of the difficulties of translating the ideal into actuality. The present state of the 
movement is critically evaluated, with indications of lines of possible progress. 

The lack of a table of contents is a minor wartime nuisance, only partly compensated for 
by a good index. The promised supplementary volume, to include “a full co-operative bib- 
liography,” will be welcome and will round out this authoritative history of co-operation in 
England. 


Wellesley College JupitH BLow WILLi1AMs 


A Century of Rochdale Co-operation, 1844-1944: A Critical but Sympathetic Survey of a 
Significant Movement of the Workers for Economic Emancipation. By Joseph Reeves. 
London: Lawrence and Wishart, 1944. Pp. vi, 202. 7s. 6d. 


The most important political development in this century is the one-party system, insti- 
tuted by the Bolshevist regime in Russia. It outlaws all parties except the party in power. 
Under this system, the “liquidation” of all opponents guarantees unanimity among the 
people, order, planning, and loyalty. The disloyal have been destroyed. The domestic peace 
which reigns is held up to the world as an ideal. 

The Russian system was copied by Mussolini and produced fascism, and in Germany it 
served the same end for Hitler’s Nazism. Behind these lies the teaching of Marx, implemented 
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by Bismarck, making for the expansion of the functions of government and for the glorifica- 
tion and sacredness of the state. The decline of democracy and the rise of autocracy is the 
result. 

Mr. Reeves takes the simple old Rochdale co-operative movement, based upon democracy, 
making naturally for the diminution of state functions, and uses it as a line upon which to 
hang the communist wash. The book is about Rochdale co-operation only so far as it can be 
used to this end. 

In the first place, it misinterprets co-operation by describing it as a movement of and for 
the working class, whereas it is a movement of and for the consumers who not only have no 
specific relation to the working class but who actually are interested in escaping from the 
working class. The co-operative way makes for the use of laborsaving devices and for the 
winning of more and more leisure. This means the elimination of more and more labor. It 
does not glorify labor. Mr. Reeves harks back to the ancient socialist doctrine that labor is 
noble and that the world should be ruled by the people who have failed in the struggle to 
escape from the working class. 

The peculiarity of the co-operative way is that it is the antithesis of — This book 
tries to make the reader believe that “co-operation is the road to socialism.” This is repeated 
and repeated, when as a fact, co-operation is the road away from socialism. The author 
would have workers control the co-operatives. He cites as a fine example the Belgian socialist 
co-operative movement in which to be a member of a co-operative society one must be a 
member of the Socialist party. It happens that there is in Belgium a neutral and genuine 
co-operative movement, started by the Catholics; but everyone, including socialists, may 
join its societies. They are truly neutral in accord with the methods of Rochdale. . 

In the description of co-operation in various countries, fact after fact is twisted into 
socialist form at the expense of accuracy. Some of the statements are actually funny, such as, 
“Only in one country do we find the Rochdale plan being. slavishly applied, that country 
being America.” After paying his disrespects to the consumers’ movement in the United States 
(p. 161), the author says: “Consequently a new school is arising, aggressive, enterprising, and 
politically minded, which more adequately represents the best in the modern American 
movement.” I am in a position to state that the socialist influence in the American movement 
is not new nor even aggressive, but subtly penetrates the co-operative literature with glorifi- 
cation of state ownership and Russian ideology without making much impression on the 
great mass of American co-operators. 

This book can do harm to people seeking information about one hundred years of co- 
operation or one year. It is not for the soft headed. While giving encouragement to socialists, 
it can misguide them concerning the co-operative movement. The informed and discriminat- 
ing can read it with profit for it contains much that is sound criticism of the co-operative 
method. The informed reader, however, will realize that whatever wisdom this book con- 
tains is but sweetening to bait a cunningly contrived device quite innocent of co-operative 
implications. 


Co-operative League of U.S.A. JAMES PETER WARBASSE 


INDUSTRIAL AND AGRICULTURAL STUDIES 


Etat des péches maritimes sur les cétes occidentales de la France au début du XVIII siécle 
d’aprés les procés-verbaux de visite de l’Inspecteur des Péches le Masson du Parc (1723- 
1732). By Eric Dardel. Paris: Imprimerie André Tournon et Cie, 1941. Pp. 156. 


La Péche harenguiére en France: étude d’histoire économique et sociale. By Eric Dardel. 
Paris: Imprimerie André Tournon et Cie, 1941. Pp. 319. 


In these two volumes Eric Dardel has enormously extended our knowledge of the French 
fisheries. As suggested by the title of the first he has made an intensive study of the works of 
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Le Masson du Parc, an eighteenth-century fishing inspector. This has been supplemented by 
reference to other studies and records as shown in the bibliography, elaborate footnotes, and 
numerous notices complementaires. The work is divided into a discussion of river fisheries, 
small-boat fisheries, “péches hauturiéres et régionales”—lobsters, oysters, sardines, mackerel, 
and other species—“la grande péche” and a description of the material and social conditions 
of the fishermen. The author has provided intensive detail concerning the species of fish, 
technique, organization, finance, markets, regulations, taxes, and rights. As a result the reader 
has a clear impression of the problems of economic life in the maritime regions of France and 
considerable information on related economic activities in the interior during the period. 

My chief interest is in the section on the “grande péche.” It describes the profound shift of 
finance, trade, and labor from the Newfoundland fishery to the slave trade and the West 
Indies after the revocation of the Edict of Nantes and the Treaty of Utrecht, which meant 
the loss of Nova Scotia excluding Cape Breton (called in the documents of this book Ile 
d’Orléans and not Ile Royale). 

In La Péche harenguiére en France the history of the French herring fishery has been 
traced in detail from the earliest recorded references to the present. The volume is divided 
into two parts: the first includes chapters on the origins to the seventeenth century, the 
elements of permanence, the period from the end of the sixteenth century to the Revolution, 
the limits of traditional activity, the period from the Revolution to about 1860, and emanci- 
pation and uncertainty ; the second part, devoted to the influence of economic conditions in 
the modern world on the herring fishery, includes chapters on transportation and market- 
ing, the development and concentration of production, conservation, and labor conditions. As 
in the first work, chapters are supported by the notices complémentaires. Toward the end of 
the sixteenth century and the beginning of the seventeenth century, the French herring fishery 
declined with the expansion of the Newfoundland fishery and particularly with the interests 
of Norman ports in green cod. In the last decades of the seventeenth century Havre became 
the great port of the Newfoundland fishery and remained such for about a century. Expan- 
sion toward Newfoundland in the cod fishery was accompanied by competition from the 
Dutch herring fishery. In the second half of the seventeenth century, fear of the Inquisition 
contributed to the exodus of fishermen from France to Holland. France became a heavy im- 
porter of Dutch herring. Fresh herring became important in the eighteen-eighties. Statistics 
of production of herring at Boulogne show a marked increase in the importance of fresh 
herring after 1900 and a dominant position after 1919. 

These are notable volumes in the history of fishery in France and of its maritime expansion. 
They bring into sharper focus the effects of expansion to the cod fishery of Newfoundland 
and the implications, for French interest in the tropics, of decline in the Newfoundland fishery 
in the eighteenth century. They contribute to an understanding not only of the French 
fishery but also of the fisheries of adjoining countries. Concentration on the domestic market 
meant that the French industry immediately registered the effects of changes in the industry 
in other countries or of changes in imports and exports in France. They illuminate the ex- 
ceedingly complex economic life of the seaboard of the North Atlantic and the constant inter- 
play of economic forces. A study of perfect competition might well begin with the fishing 
industries of that area. 


University of Toronto Haroip A. INNIS 


The Romance of Mining. By T. A. Rickard. Toronto: Macmillan Company, 1945. Pp. viii, 
450. $3.75. 
T. A. Rickard, octogenarian, is doubtless the dean of North American writers on mining 


and metallurgical subjects. American, did we say? As the book jacket reminds us, he is a 
Cornishman who happened to be born in Italy to a family that for generations has been in 
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mining adventures. Like his forebears, he has seen the world. In this book, one of many, he 
has written, Rickard has collected and distilled from his extensive travel and reading a great 
many stories and legends about mining, as old as Jason and as recent as Cecil Rhodes. 

The mining about which the book tells in its fifteen chapters is all of nonferrous metals 
plus South African diamonds; and most of the stories are concerned with the precious metals, 
especially gold. The title could really be “The Romance of Prospecting,” for that is what the 
book is mostly about. Rickard gets a field or a mine well started on its way to glory and then 
—perhaps after giving statistics of the value of recoveries and profits therefrom—whisks the 
reader away to another field, or to another yarn. 

Told with Rickard’s great knowledge, dependability, and authority, and his capital style, 
this makes for a lot of interesting and, for the layman, highly informative reading. Neverthe- 
less, it must be stated that the book is one of “twice told tales.” Rickard has done his best to 
make them accurate tales, as indeed one would expect him to; and for that the book is of real 
value. 


New York F. E. RICHTER 


Shepherd’s Empire. By Charles Wayland Towne and Edward Norris Wentworth. Norman: 
University of Oklahoma Press, 1945. Pp. xii, 364. $3.50. 


Shepherd’s Empire traces a major segment of the history of the sheep industry in the West- 

ern Hemisphere from November 3, 1493, when the first domesticated sheep were landed by 
Columbus at Hispaniola to the present century. The regional focus is the trans-Mississippi 
West and more especially the Southwest. Hitherto this history has been overshadowed by 
that of the range-cattle industry and has been available only in fragments. It is, however, a 
colorful and romantic as well as important story which here at last has found authors who 
have been able by virtue of experience, interest, and diligence to give it both substance and 
form. ; 
The treatment is an eminently satisfactory combination of the regional and topical ap- 
proaches. The first chapter outlines the history of the establishment of sheep raising in Mexico 
and its spread northward to the Spanish borderlands. The next eight chapters are concerned 
with sheep at the missions, the golden age of pastoral California and New Mexico, sheep and 
the “Gold Diggers, Soldiers, and Saints,” sheep in the Lone Star State, the Indian as foe and 
then friend of sheep husbandry. “The Day of the Great Sheep Trails,” “Cattlemen War on 
Woolies,” and “Sheep against the Sea” in California. The remaining chapters are devoted to 
predators, poison plants and droughts, ““Herders and the Herded,” lambs and shearing, and 
the leadership in flock improvement. 

The volume is the product of a mature knowledge and comprehension of the subject. The 
data have been gleaned from a wide range of sources, including manuscripts, government 
documents and publications, newspapers, letters and interviews, articles, and books. The foot- 
notes could have been simplified without harming their purpose, but the bibliography at the 
end of the volume is well done. The maps are useful, and the drawings by Harold D. Bugbee 
supplement admirably the definitely successful delineation of the character of the herder and 
his flocks. The use of anecdotes and quotations has also contributed appreciably to this end. 
Some of the formally trained and learned members of the historical guild might profit by 
partaking of the vigorous and straightforward English of these authors who have not been 
sanctified by academic degrees in history. 

Without doubt this book does not encompass all the historical facts relating to the subject 
that may ultimately be made available. Although it shows the contribution of sheep to the 
settlement of the vast reaches of the American Southwest, it does not tell with exactitude the 
contribution of the sheep industry to the national economy. Many other articles and books 
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will probably be written on segments of the subject. Nevertheless and except for those who 
hate sheep and think they are dirty animals, readers of Shepherd’s Empire will join in accord- 
ing an accolade of appreciation to the authors for this distinctive work. 


United States Department of Agriculture Everett E. EDWARDS 


A Saga of the St. Lawrence: Timber and Shipping Through Three Generations. By D. D. 
Calvin. Boston: Bruce Humphries, 1945. Pp. x, 176. $3.75; Toronto: The Ryerson Press, 


1945. $3.00. 


Economic historians well know the value of the records of individual firms. It is one thing, 
however, to be confronted with cellars full of half-sodden ledgers and journals and another 
to have such documents interpreted in readable form. In my experience, to damp cellars 
could be added abandoned offices and old sheds. They all meant dust and confusion, and the 
usable material that could be recovered from piles of untidy paper was small. 

Mr. Calvin has done the world of scholarship a service, not only in his book itself, but in 
preserving and interpreting the records of his family firm. His volume is to be compared with 
Rankin’s A History of Our Firm, which tells a similar story for the other end of the stick of 
timber’s run, Great Britain. Both books are written from the inside and discuss specific situa- 
tions well known to the authors. They are thus important to the economic historian for the 
generalizations he can build up from their particular instances. 

The St. Lawrence, that great river which has cast its spell over so many men, comes close 
to being the hero of Mr. Calvin’s story. But the reader will also find meticulous descriptions 
of some of the processes in what was once one of Canada’s great industries, the making and 
rafting of square timber. How rafts were made, the men who manned them, “the Governor” 
who headed the firm for so many years, the ways and wiles of the Quebec timber buyers, all 
these are here. The book, in short, is a useful chapter in one of the largest themes in North 
American history, the staple trade. 

Two or three critical observations may be made. The introductory chapter, which gives 
background, is weak in its history. A book that draws on other published accounts should 
either have footnotes or a paragraph of acknowledgments. Nostalgia for the Calvin family 
and its home, Garden Island, obtrudes too markedly. Mr. Calvin gives the lake and river 
steamers of a century ago low marks for comfort; they are usually spoken of by contempo- 
raries as maintaining high standards. He rates the Iroquois raftsmen toward the bottom of 
the human scale; certain eyewitnesses, in respect to rafting, rated them high. Such points do 
not prevent this book from being a sound study and a pleasant evocation of times past. 


United College A. R. M. Lower 


James Watt and the Industrial Revolution. By H. W. Dickinson and H. P. Vowles. [Science 
in Britain.] London: Longmans, Green and Company, 1944. Pp. 59. 15. 


This little volume is one of the first in a new series of attractively produced booklets, 
published not only in English but also in Spanish and Portuguese, which describe scientific 
institutions in Britain. The series is sponsored by the British Council and frankly designed as 
a means of cultural propaganda in the best sense of the word. 

The study by H. W. Dickinson and H. P. Vowles has more than scientific interest. It is an 
account of the part played in the Industrial Revolution of Britain by James Watt and by the 
steam engine associated with his name. 

This is indeed one of the most fascinating chapters in economic and scientific history. It is 
not often that one can find a scientific development or industrial enterprise that so clearly 
symbolizes a turning point in the economic and social life of the community. In 1775 Boulton 
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and Watt entered into their historic partnership for the manufacture of steam engines at 
Boulton’s factory at Soho. A year later there appeared Adam Smith’s Wealth of Nations; 
and in the same year the greatest of the colonies declared its independence and thereby gave 
the most impressive and visible sign of the ending of the old colonial system. These three 
events, on the political, the industrial, and the theoretical fronts, together mark the beginning 
of the modern era in industry. 

The authors do not attempt to describe in detail either the mechanical and industrial or the 
economic and political aspects and consequences of the Watt-Boulton partnership. They do, 
however, say enough to make clear what a unique combination of talents the two partners 
brought to their joint work. Watt, the engineering genius, and Boulton, the extremely re- 
sourceful producer and businessman, could not have been better suited to each other. More- 
over, their temperaments were perfect complements, Watt’s frequent attacks of gloom always 
finding a counterbalance in Boulton’s perpetual optimism and buoyancy. More might have 
been said about the astonishing up-to-dateness of the factory methods used, even though 
these were associated more with the names of the sons of the two original partners. All in all, 
however, this is an admirable little booklet: well written and lively, it is to be highly recom- 
mended as an introduction to its subject. 


Washington, D.C. Eric Roti 


Mississippi Farmers, 1850-1860. By Herbert Weaver. Nashville: The Vanderbilt Press, 1945. 
Pp. 139. $2.50. . 


Vanderbilt University is becoming a center of study of the Old South from a new angle. 
No longer can the section be considered as made up of three classes only—slaveholding 
planters, slaves, and poor whites. No longer can the reader be satisfied with histories built 
wholly from scattered plantation records and the writings of travelers who may or may not 
have been accurate observers and reporters. The small farmers, totally distinct from the 
smaller number of desperately poor and often shiftless, unpropertied whites, are now coming 
into their own. A few years ago Roger Shugg showed how more light could be thrown on 
this class by the study of county records. Now, as earlier, Frank Owsley and his students are 
revealing how much can be learned from the manuscript census records in the National 
Archives at Washington. 

Herbert Weaver has selected twelve representative counties from the sixty in the state of 
Mississippi and has shown how the common farmer got along in the last decade before the 
Civil War. Anyone who shuns statistical analyses had better avoid this little book, for it is 
saturated with such data and their interpretation. The 113 pages of text are reduced by no 
less than thirty pages of maps and tables. Much of the rest is analysis of the same material. 
Although this makes for something else than enthralling reading, it will only be when many 
more such studies have been made, covering the whole section and for more than just one 
decade, that a proper synthesis of the history of the section can be compiled. For this reason, 
as well as for its own intrinsic value, this little book deserves close attention. Unfortunately, 
the census officials were rather negligent about agricultural data before 1840, but the vital 
statistics alone are valuable, and there are always the county records. 

Mr. Weaver considers the economic background of the state, social and economic classes, 
land tenure, farming trends and crop production, and agricultural prosperity. He pays very 
little attention to the true poor whites except to note that they were few, and none to the 
free Negroes, who in Mississippi were not numerous. The conclusion is that “the farm rather 
than the plantation was the basic agricultural unit” (p. 125). The planter class was relatively 
small, but it was powerful. 

Not much is revealed about actual farming methods, but that was not a purpose of the 
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study. The neglect of this phase of the history leads to an occasional slip, such as the reference 
on page 110 to a plantation which, in addition to sugar, produced “67,200 gallons of molasses 
which may later have been reduced to sugar.” Even with the latest processes molasses cannot 
be wholly converted into sugar, and in the ante-bellum days little attempt was made in that 
direction. Molasses was simply sold as molasses. Mr. Weaver dealt with a decade when most 
of the South was in a better financial condition than in earlier years, and he found that this 
situation prevailed also in Mississippi. It might have been well if he had adduced more 
evidence to support his supposition that the factor system was no indication of a lack of 
prosperity. 


University of Illinois Frep A. SHANNON 


Steelways of New England. By Alvin F. Harlow. New York: Creative Age Press, 1946. Pp. 
461. $3.50. 


In filling new five-foot shelves with the more colorful aspects of American life, publishers 
and their counselors have been an ingenious crew. Since they have already given us volumes 
upon volumes for rivers, lakes, and regions, the pioneering is done, and the concept of a series 
on American railways seems more automatic than imaginative. Mr. Harlow’s volume is the 
first sample of the latest venture. Clearly it is the purpose of its sponsors to provide books 
which will be widely read rather than, in the old-fashioned phrase, make “‘a genuine contribu- 
tion to scholarship.” For this design the Creative Age Press is fortunate to have enlisted Alvin 
Harlow. He has a deserved reputation as a writer of popular history. His style moves. He has 
a gift for the colorful incident and an eye for the apt quotation. He is brave enough to express 
opinions about tangled situations. The pedant he buys off, not with footnote documentation, 
but with an adequate bibliography. 

Unfortunately, however, Steelways of New England conforms to the accustomed creeds of 
popular writing. The first tenet, sometimes it seems the whole gospel, is to emphasize the 
quaint and the picturesque. Consequently one quarter of this volume is devoted to the years 
before 1835 when railroads were new and popular ideas about them uninformed and amusing. 
Throughout the narrative there is an undue emphasis upon local rivalries, personal stories, 
railroad accidents, railroad “firsts,” and occasions to be celebrated for which the press of a 
former day always provided a colorful rhetoric and extravagant prophecy. When Mr. Harlow 
turns from his history of individual systems to other aspects of railroading, he treats passen- 
ger cars, engines, express operating rules, and free passes, but never steel rails, the safety 
movement, local and through rates, commerce and commodities, stocks and bonds, or state 
railroad commissions. Take the last item alone. Ordinarily it would not be fair to hold Mr. 
Harlow responsible for the obiter dictum of his publishers, their dust-cover assertion that he 
believes history should be “treated as the story of people rather than governments.” Still, in 
the main this volume follows that theory. Whatever may be the utility of the concept from 
the sales point of view, its application to a railroad network which came into being through 
government action and was always regulated by government gravely distorts the picture. 

In short, the volume plays on the surface; it never penetrates to the structure beneath. 
It does not intend to. It is a pity, however, that an investigator and writer of Mr. Harlow’s 
stature should not have broken away from the stifling formulas of popular writing. Instead 
of emphasizing what is already popular, popular writing should make popular what is signifi- 
cant. Until it does so, the writers of popular history cannot match the genuine success of their 
contemporaries writing in the field of popular science. 


Bowdoin College Epwarb C. KIRKLAND 
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OTHER REVIEWS AND BRIEF NOTICES 


Capitalism and Slavery. By Eric Williams. Chapel Hill: The University of North Carolina 
Press, 1945. Pp. ix, 245. $3.00. 


This is an interesting and thought-provoking book, much more important to the history of 
the development of capitalism than to the history of the slave trade or of slavery. Eric 
Williams himself states in his Preface that his concern is not to study slavery but “the con- 
tribution of slavery to the development of British capitalism.” The first six chapters are 
devoted to aspects of this subject. With a wealth of contemporary evidence he demonstrates 
the close ties between the “triangular trade,” that carried British goods to Africa, African 
slaves to the West Indies, and West Indian sugar to England, and shipbuilding, the woolen, 
cotton, and metal industries, and the growth of banking capital. The dependence of sugar 
refining and rum making on slave trading he scarcely needed to demonstrate. The traffic in 
slaves and the economic interests that rested upon it fitted perfectly into the mercantilist’s 
scheme of empire, and British merchant and West Indian planter could unite to foster their 
common interests. From the riches that slaves and sugar provided, the Industrial Revolution 
was financed. The remainder of the study is devoted to the forces that destroyed slavery. 
Mercantilism gave way to laissez faire; monopoly lost ground before the pressure for free 
trade. The very cotton, woolen, and metal industries that had grown strong because of the 
slave system turned against it. The trade was first abolished. The next attack was upon the 
institution of slavery; the third, upon the protection of West Indian sugar, the removal of 
which meant ruin for the sugar planters. 

To quote from the Preface once more, “[The book] is strictly an economic study of the role 
of Negro slavery and the slave trade in providing the capital which financed the Industrial 
Revolution in England and of mature industrial capitalism in destroying the slave system.” 
The research on which this thesis rests has been thorough and the reading of secondary mate- 
rial wide. The interpretation of the material is illuminating. Yet the reader, at least this 
reader, is sometimes troubled by the feeling that the thesis, plausible as it is, may be too 
simple. The rigidity of the economic interpretation makes small allowance for the complexity 
of men’s motives and for the play of circumstances which often create utterly unplanned and 
unexpected situations. 

In his absorption in his subject, Mr. Williams is occasionally tempted to make statements 
that call for some modification, as he would doubtless agree. For example, it seems mislead- 
ing to say that “the right of a free trade in slaves was recognized as a fundamental and 
natural right of Englishmen” in 1698 (p. 32), when it was still necessary to pay the Royal 
African Company for the privilege of entering into such trade. In discussing the West Indian 
interest (Chapter IV), the conflict of interest between the planters and the merchants is 
minimized. This tends to give an appearance of greater unity than actually existed through 
much of the eighteenth century. And, finally, can the frequent statements that the profits of 
the slave trade and of the sugar interest provided the capital that created the Industrial 
Revolution be substantiated? Certain instances where the connection is clear, the author 
cites, but we need more evidence of direct connection if we are to allot to slavery as large a 
part as is here allotted in creating the industrial capitalism that eventually destroyed it. 

In spite of Mr. Williams’ statement that his book “is not an essay in ideas or interpreta- 
tion,” it is an interpretation of facts and a valuable one, much more welcome than the dreary 
accumulations of uninterpreted facts that sometimes make their appearance as doctoral theses. 


Wellesley College ELIzABETH DoNNAN 
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Government Assistance in Eighteenth-Century France. By Shelby T. McCloy. Durham, 
N. C.: Duke University Press, 1946. Pp. xi, 496. $6.00. 


The government assistance referred to in Mr. McCloy’s title consists for the most part of 
aid given to needy persons by the French state and by its provincial governments. It has not 
been the author’s purpose to describe the workings of French mercantilism in the fields of 
agriculture, industry, and commerce, although the reader is made aware of this background, 
or to furnish a complete picture of municipal, church, and private charities, although numer- 
ous examples of these forms of aid appear in the text. Rather, he has told the story of govern- 
ment aid to sufferers from famine, floods, fire, plagues, poverty, lack of educational oppor- 
tunity, and war. Mr. McCloy’s evidence, drawn in part from French archives—his researches 
there were interrupted by the war in 1939—and in part from an ample array of secondary 
sources, is plentiful and clearly presented. His book, the most comprehensive study of its 
subject to date, should be of great interest to students of the eighteenth century. 

For what serious student of French history can afford to overlook even a partial oppor- 
tunity to judge the dynastic state in its last years by its actual deeds: the money allotted, the 
relief sent? Mr. McCloy is chary of sweeping interpretations; he does not go as far as M. 
Gaxotte toward characterizing Louis XV’s monarchy as an enlightened despotism ; he prefers 
the more modest conclusion that “the French officials of the eighteenth century realized very 
clearly the need of bettering conditions in France, and to their credit they labored diligently 
at the task.” This is not a new conclusion, but it is good to have the assembled evidence. 
Mr. McCloy’s study also bears witness to the gradual increase of “statism” and secularization 
throughout the eighteenth century, a development which was to be so noticeable after 1789. 
“Throughout the century there was a steady shift of burden from private and church chari- 
ties to state charities, from local to provincial and governmental assistance. There was no 
desire on the part of the government to increase its power; on the contrary, down to the 
revolution the government tried to make aid to the needy a matter of local responsibility. The 
change resulted from the repeated failure of church, private, and municipal charities to meet 
the situation, the state being forced to intervene with its aid, in response to piteous appeals. 
This tendency grew so rapidly in the second half of the century that prior to the revolution 
the opinion had come to be rather general that care of its needy subjects was a state obliga- 
tion.” Again, the conclusion is not new, but the collected evidence bears it out. 

A similar observation may be made concerning Mr. McCloy’s treatment of government aid 
after 1789, which shows many of the Revolutionary laws to be continuations of old regime 
practices, rather than innovations. Even in the case of education, which was drastically re- 
vised after 1789, the author finds that the Revolutionists “did not initiate either specialized 
or democratized education, for both of these forms had made remarkable development under 
the Old Regime.” 

Mr. McCloy’s account of government assistance to the needy is buttressed with such a 
wealth of examples that to read his book is to learn much about the social history of eight- 
eenth-century France. Descriptions of such catastrophies as the “great winter” of 1709 or the 
plague of 1720-1722, or of particular hospitals and asylums, are not the author’s main pur- 
pose, but together with scores of examples of aid to needy persons or families they make up 
the bulk of the book and are of considerable interest. The general heading of government 
assistance covers a number of subjects each of which has a kind of unity and significance of 
its own. The use of charity workshops as a device to obtain full employment, the serious 
problem of abandonment of children by their parents (in Paris alone over 388,000 were re- 
ceived by charitable institutions during the century), the surprising story of the effects of 
government aid upon the Acadians who took refuge in France, and the statistical facts about 
pensions during the reigns of Louis XV and Louis XVI are a few examples. 

Such a good collection of material makes us wish for still more, but as already noted it was 
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not Mr. McCloy’s purpose to deal with all forms of activity undertaken by the French state. 
Nor does he attempt any full description of the theories which lay behind those practices; 
indeed, a summary of what Frenchmen wished their state to accomplish would require an- 
other volume. Within the limits which the author has set himself, this is a first-rate book and 
offers valuable aid to all who, before constructing their interpretations, like to ask themselves, 
“After all, what really happened ?” 


Swarthmore College Pau H. BEIk 


Currency in Roman and Byzantine Egypt. By Louis C. West and Allan Chester Johnson. 
[Princeton University Studies in Papyrology, No. 5.] Princeton: Princeton University Press, 
1944. Pp. ix, 195. $3.00. 


“For three centuries the average Egyptian had no practical way of obtaining any coin 
whose intrinsic value corresponded to its nominal worth” (p. 1). The fiduciary coinage 
already propagated in Egypt by the Ptolemies was perpetuated by the Romans until the 
time of Diocletian, and while the coins in circulation, debased tetradrachms and various 
denominations of bronze, are familiar enough from the excavations and a few hoards, their 
equation to the gold, silver, bronze, and copper currency mentioned in the tax rolls and other 
papyri has bedeviled a generation of scholars. The tetradrachm may be worth 24, 26, 27, 28, 
or 29 obols; currency seems to have one value for tax payments and another for private 
transactions; the scribes, besides rounding odd fractions and charging fees for receipts, have 
made many errors in their sums; references to “Ptolemaic” silver, “coined” silver, “legal 
tender,” and “dirty” drachmas, besides raising their own questions of interpretation, make 
one wonder what is meant in references to currency not so qualified; and the denarius and 
sesterce occasionally creep in to complicate a problem already hopelessly complex. 

In this welter of confusion, Messrs. West and Johnson have laid the foundations of order. 
They have painstakingly assembled the significant material so far published, discussed it as 
long as discussion was fruitful, provided answers to some questions and deferred judgment 
on others, and pointed the way to further research. They have discussed in turn the termi- 
nology, sizes, weights and finenesses, interest rates, ratios of copper to silver and of silver and 
bronze to gold, lead tokens, the use of talents and myriads in counting large sums, hoards, 
foreign trade, exchange and Augustus’ equation of the debased tetradrachm to the denarius, 
price levels and inflation, the imperial issues introduced by Diocletian, and the special termi- 
nology of the Byzantine currency of Egypt. I found two chapters especially absorbing: 
“Accounting Practices and Mathematical Calculations,” in which clerical procedure and the 
sources of error are analyzed in admirable detail, and “The Relation of Gold to Bronze,” in 
which the authors examine anew the traditional opinion that there was an actual money 
inflation, and determine that the evidence fails to support this view; this chapter deserves the 
closest study by economists and historians. 

I do not think that the authors would feel that the subject is closed; the nature of the 
problem is such that the masses of papyri yet to be published may be expected to add to our 
information and reopen these questions, and no doubt another generation will see the task 
repeated; but the volume is a useful and much-needed textbook by scholars for scholars. 
Students of economic history, papyrologists, numismatists, and others may consider them- 
selves profoundly in debt to the authors. 

The volume has several flaws. The proofreading was somewhat short of perfect, and there 
are a number of misprints, two of which are misleading: on page 77, line 14, the ratio should 
be cited as 14.4: 1; on page 167, line 21, the proportion is 6:5, not 5:6. Again, the biblio- 
graphical references show the lack of aggressive editing: for example, P. Michigan (p. 1) 
appears also as Michigan Papyri (p. 7) and P. Mich. (p. 9) ; authors are usually cited by 
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last name only, and place and date of publication rarely appear; and many abbreviations 
employed in the book are not expanded in the list on page ix. In a volume of this kind, a 
complete and accurate bibliography is most desirable. Finally, many of the students who will 
use this work will hardly spare the time to read it closely in toto; a concise summing up of 
the conclusions would perhaps have increased its value and usefulness to those persons. 


New York University JotHaM JOHNSON 


The Rise of the Jcw in the Western World: A Social and Economic History of the Jewish 
People of Europe. By Uriah Zevi Engelman. New York: Behrman’s Jewish Book House, 


1944. Pp. xiii, 238. $3.00. 


Mr. Engelman’s attempt to develop a theory of Jewish history based, for the most part, 
on the correlation of certain economic changes with Jewish population trends, has been un- 
successful. Because this study embraces such a large section of Jewish history, he has been 
compelled to venture into fields wherein he seems to have an inadequate knowledge of both 
the original sources and of the latest findings of competent scholars. He would have shown 
greater wisdom had he confined his observations and conclusions to the very modern period 
where he shows greater familiarity with the materials. 

The tenuous nature of Mr. Engelman’s evidence can be demonstrated by a few examples. 
The claim that the Jews shared, to the extent that Mr. Engelman would have us believe 
(pp. 45-46), in the trade stimulated by the crusades is open to dispute. In reality, the Jews 
played an important role in international trade in the centuries before the crusades and again 
in the sixteenth and seventeenth centuries; but during the crusades, and immediately there- 
after, the Jews were effectively excluded from this lucrative field. 

Also questionable is the assertion (ibid.) that the aggregate wealth of the Jews increased 
during the later feudal period. Yet on the basis of his undocumented assertion, Mr. Engelman 
comes to the conclusion that the Jewish population must have increased ; indeed, he claims 
that “it more than doubled in size.” One should like to know the nature of the sources on 
which he relied. 

One is at even a greater loss to understand why Mr. Engelman objects so strenuously to 
the findings of Mr. Lestschinsky and Mr. Ruppin with respect to the rate of Jewish popula- 
tion growth during the nineteenth century. He says (p. 102), “Jacob Lestschinsky, a famous 
Jewish population statistician, views it as an unprecedented phenomenon in the history of Jew- 
ish and non-Jewish demography”; and he attributes a similar opinion to Arthur Ruppin. 

From a reading of the reference cited by Mr. Engelman, I did not get the impression that 
Mr. Lestschinsky was making such a claim. Both Mr. Lestschinsky and Mr. Ruppin merely 
point out that the growth was a phenomenal one for Jews, and that it was more rapid than 
it was among non-Jewish groups in certain countries during the same pericd of time. 

Even when he deals with the less controversial statistics of the modern period, Mr. Engel- 
man draws unwarranted conclusions from his evidence. On the basis of statistics for the two 
decades, 1891-1910, he points out (p. 157) that 91 per cent of the Russian Jewish immigrants 
were proletarians. He therefore concludes that the “East-European Jewish immigration thus 
runs true to type; it was a mass proletarian immigration.” Before making such a generaliza- 
tion, it is essential that one know the occupational structure of the eastern European immi- 
gration between 1880 and 1890, since this decade also witnessed a huge mass immigration. 
According to the findings of Jacob Lestschinsky (History of the Jewish Labor Movement in 
the United States [Yiddish], I, 37-40), the first eastern European immigrants, before 1890, 
were not proletarians, but primarily Jews without any occupation (Luftmenschen). The 
wave of immigration in the last decade of the nineteenth century and until the First World 
War was more proletarian in character because most of the newer immigrants had been 
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workers in the industries of large cities, like Warsaw and Lodz, and they now came to America 
in large numbers as a consequence of economic crises. 

Clearly this book, from which one expects so much on the basis of the Foreword by Niles 
Carpenter, is a disappointment and cannot be recommended. If there are, here and there, 
worth-while observations with respect to modern trends in Jewish population, they are few 
in comparison with the amount of questionable material. 


The Dropsie College Etiis RIvKIN 


The East India Company and the British Empire in the Far East. By Marguerite Eyer Wil- 
bur. New York: Richard R. Smith, 1945. Pp. xiii, 477. $7.50. 


Since ancient times the trade of the Orient has played an important role in empire building. 
Chaldae, Arabia, Egypt, Assyria, Persia, and Babylonia were interested in controlling the 
oriental spice trade. “The history of the rise and fall of the Phoenicians, Greeks, Cartha- 
ginians, Romans and Saracens coincides to a marked degree with their commercial prosperity. 
Waxing rich on the fruits of the spice trade, Alexandria, Bagdad, and Bassoruk became in 
turn famous commercial centers; and, as these cities waned, Venice, Genoa, and Constanti- 
nople gained control of the spice trade and deprived them of their powers” (pp. 14-15). The 
stupendous efforts of the Portuguese, the Dutch, the British, and the French to secure control 
over oriental trade led to the establishment of colonial empires in the Orient and conflicts 
among the rivals. Thus the modern imperialism of Western powers in the Orient is deeply 
rooted in their economic imperialism, furthered through various trading concerns—British, 
Dutch, and French East India companies—supported by their governments. 

Mrs. Wilbur’s book is concerned with the story of the origin, the growth, and the termina- 
tion of the British East India Company which not only fostered British trade with the Orient 
but extended the British Empire to India. It discusses also the roles played by the personali- 
ties controlling the greatest of the empire-building trading concerns of modern times. The 
author gives concise accounts of the Mogul Empire of India during the seventeenth and 
eighteenth centuries, the rise of Marhatta power (Hindu rule) challenging the Mogul rule, 
the rise of British political power in India after the Battle of Plassey in 1757, Anglo-French 
rivalry in India until the end of the Napoleonic era, and British expansion in India through 
successive wars of conquest to the Sepoy Mutiny of 1856-1857 when the rule of the East 
India Company was replaced by the rule of the British government. In the last two chapters 
the author gives a bare account of the rise of Indian nationalism and the possible future 
developments in Indian politics. The destruction of highly prosperous native industries as a 
consequence of the rule of the East India Company is inadequately discussed here. But the 
story of the company, which covers more than 250 years and has wide ramifications in world 
politics and commerce, is so gigantic that it is too much to expect that the whole field can be 
covered adequately in a volume of less than five hundred pages. 

In describing the nature and character of the East India Company when it was organized, 
the author makes the following pertinent remark: “One of the most striking features of the 
charter of the company is the fact that exclusive powers of such magnitude were conferred 
on a relatively small group of individuals; and into the hands of this limited circle of London 
merchants, nobles and officials, were placed extensive power to govern, trade, make law and 
found trading posts or factories throughout the Far East. Of major importance and a source 
of constant discord in later decades was the clause that prohibited British subjects not con- 
nected with the Company from trading in the orient . .. . Drastic regulations providing that 
all offenders would be penalised by the confiscation of goods, one-half of which would revert 
to the Crown and one-half to the Company were also incorporated in the charter” (p. 22). 
Thus it was a close corporation of the wealthiest and most influential circles in London sup- 


ported by the Crown. 
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The author has indicated the role of the East India Company and its directors in shaping 
controlling internal politics in the British Isles—the struggle between the Tories, the East 
India Company, and the King on one side, and the Whigs and independent merchants and 
Parliament on the other, a struggle which culminated in the British Revolution and the vic- 
tory of Parliament over royal absolutism. It is significant that Cromwell as well as Charles II 
supported the East India Company’s monopoly in oriental trade, while the company lent 
large sums of money to the government. The opposition of independent merchants and “in- 
terlopers” to the East India Company’s monopoly might be regarded as the forerunner of the 
Free Trade movement. This point should have received the attention of the author. 


Institute of Public Affairs TARAKNATH Das 
New York University 


The Letters of John McLoughlin from Fort Vancouver to the Governor and Committee: 
Third Series, 1844-46. Edited by E. E. Rich. Toronto: The Champlain Society, 1944. Pp. 
Ixi, 341, xiii. 


This volume brings to a close the letters of John McLoughlin to the Governor and Com- 
mittee of the Hudson’s Bay Company in London published by the Champlain Society. 
McLoughlin was the company’s agent in charge of the Columbia Department, or the region 
west of the Rocky Mountains from California to Alaska, between the years 1825 and 1846. 
As such his headquarters were at Fort Vancouver at the mouth of the Columbia River. The 
first volume of his official correspondence published by the Champlain Society covers the 
period from 1825 to 1838. The second includes the years from 1839 to 1844. 

Like its two predecessors, this volume contains in appendixes a considerable amount of 
documentary material explaining topics dealt with in the letters themselves, as well as brief 
biographies of individuals mentioned prominently in the text who were in the service of the 
Hudson’s Bay Company. There are also two maps, one of Fort Vancouver and village in 1846 
and one of the site of Oregon City on the Willamette River, and an introduction of forty- 
three pages by W. K. Lamb. 

Students of American history, especially of the settlement and acquisition of what is now 
Oregon, will find much original material to interest them both in the letters which form the 
text, and in the appended documents. As head of the Columbia Department of the Hudson’s 
Bay Company, McLoughlin regarded himself as the leading champion of British interests in 
what was then disputed territory. This did not prevent him from having extensive and mutu- 
ally advantageous dealings with the American settlers who were pouring into the region in 
such large numbers as to render its future ownership certain. Indeed, McLoughlin, though he 
had always shown himself most hospitable and helpful to newcomers from the United States, 
even when these were few and weak, quickly realized, when frontiersmen from Missouri 
appeared in his department in strength, that his choice lay between his helping them with 
goods on credit, or their helping themselves and probably burning his establishment to the 
ground. 

This extension of large credits to American settlers was one of the reasons for friction 
between McLoughlin and his superiors in London which developed in these years and led to 
dismissal. But it was not the chief cause. The veteran trader who had built the Columbia 
Department from feeble beginnings to a condition of thriving prosperity knew that the 
Americans would pay their debts and so, too, no doubt, did the Governor, Sir George Simp- 
son, and the Company’s London Committee. The roots of the quarrel went deeper and were 
various. McLoughlin was an old servant of the North West Company, formerly a bitter rival 
of Simpson and his concern. The Governor, having ruled a fur monopoly for a generation and 
acquired a knighthood and a taste for power, undoubtedly resented the great ability, author- 
ity, and popularity of his Columbia subordinate. Not least as a source of hostility between 
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the two was the disgraceful part Sir George Simpson had played in refusing to bring to 
justice the murderers of McLoughlin’s son and in attempting to cover up his failure by be- 
smirching the dead man’s character. 

These things, though not easy to discern in Mr. Lamb’s Introduction, become quite evident 
in a study of the documents here published. With a wide variety of other facts about Mc- 
Loughlin’s last years under the Hudson’s Bay Company revealed in this volume, they go far 
toward doing historical justice to a great man and to one of the greatest pioneers of the 
American West who received less than justice in his old age from those who owed him most. 


Queens College of the City of New York JoHN Perry PRITCHETT 


The Coopers’ Company: A Short History of the Worshipful Company of Coopers of London. 
By Sir William Foster. Cambridge: The University Press, 1944. Pp. viii, 147. £1 15. 


Like other livery companies of the City of London, the Coopers’ Company originated as 
a religious and fraternal organization which increasingly concerned itself with maintaining 
the standards and the exclusiveness of a craft. Records of the fraternity are preserved from 
1439, but its foundation was earlier than 1396, and in 1501 it received its first charter. The 
history of the company—its regulations, finances, class distinctions, internal controversies, 
and political and social activities—is very well told by Sir William Foster. 

His is not the first account, and he acknowledges his indebtedness to others; but, apart 
from the history of the coopering industry itself with which he is not concerned, Sir William 
has undoubtedly written the best consecutive narrative on all important aspects of the 
Coopers’ Company. He has clearly indicated “the exact nature of the control exercised by 
the Company over the industry it represented and the circumstances in which that control 
came to an end.” Because demands on the craft in the twentieth century, except in the case 
of the brewing industry, have declined to insignificant proportions, the company is now con- 
cerned primarily with its educational and eleemosynary responsibilities. 

The Coopers’ has never been one of the major companies of London, but there are incidents 
which have brought it notoriety or distinction. Thomas Venner, who headed the rebellion of 
the Fifth Monarchy men in 1661, was a cooper. Sir Robert Willimott, by associating himself 
only with the Coopers’ Company, successfully contested in 1742 the tradition that the Lord 
Mayor of London had to belong to one of the twelve leading companies. Sir David Salomons, 
a prominent mid-Victorian official of the company, was the first Jew to fill the posts of 
Alderman, Sheriff, and Lord Mayor. 

Sir William Foster’s book makes it clear that the Coopers’ Company has, for all its aristo- 
cratic features, well sustained its social usefulness. 


The University of Rochester Wuttson H. Coates 


Economie internationale: effondrement et reconstruction. By Laurent Dechesne. Bruxelles: 
Les Editions Comptables, Commerciales et Financiéres, 1946. Pp. 255. 


Laurent Dechesne, Professor Emeritus of the University of Liége, has distilled into two 
hundred pages some conclusions from fifty years’ study of economic problems. The result is 
a suggestive description of the formation and the foundering of a world economy and, with 
the twenty-eight pages of bibliography, a good guide to European writings on the subject. 
The theme is that the growth of world trade in the past century and a half has created a new 
stage of economic development which requires appropriate new international organization. 
National policies dominated by nearsightedness, stupidity, or the selfish desire for supremacy 
have prevented the achievement of the necessary political organization and have even threat- 
ened the existence of a world economy. As in earlier works (cf. Histoire économique con- 
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temporaine, Paris and Liége, 1936) M. Dechesne holds moral deficiencies responsible for these 
failures. Invoking the optimism of Condorcet, he trusts that there will come a time when 
political sanity and moral responsibility will permit construction of the badly needed world 
organization. 

M. Dechesne longs for the nineteenth century with its international monetary system and 
the free movement of goods and men according to the most profitable possibilities. But 
instead of proposing a return to the good old days as a panacea, he seeks to show how they 
disappeared. He remarks that nations attempted to “complete” their economies, that is, to 
diversify production and to industrialize. National economic policies aimed at this goal, 
especially after world depressions, seemed so disastrous for nations selling only a few products. 
Nonetheless, foreign trade remained important for the diversified economies; world trade 
increased; and the most important volume of trade was that among the industrialized 
nations. Consequently M. Dechesne maintains that “completed” national economies were 
tied together by a new international specialization which created a world economy and at the 
same time the problems of appropriate international organization. Even before 1914 nations 
industrialized earlier began to protect their trade interests against the policies of national 
“completion.” From “conservative protection” and economic expansion to autarchical poli- 
cies destructive of trade was a short step. Conflicting policies could harm trade and lead to 
war. M. Dechesne mentions the attempt of the central powers in 1914-1918 to organize a 
large region by force and rejects this method of achieving broader organization. He foresees 

-the peaceful, rational, and long-range organization of large regions on the basis of common 
political interests. Thus he approves of the Bretton Woods agreements, and he hopes for an 
international government on the model of Mr. Clarence Streit’s Union Now. 

M. Dechesne declares that after the war of 1914-1918 the political and moral foundations 
for the growth and even the functioning of a world economy had disappeared, but his ac- 
counts of the return of trade to prewar conditions do not sufficiently demonstrate this im- 
portant point. In the descriptions of currency problems and of interferences with the move- 
ments of men and goods he makes the world crisis after 1930 the turning point without 
examining its origins. Relations between problems of the trade cycle and international 
organization are treated with a casualness which is surprising after M. Dechesne’s examina- 
tion of these subjects in earlier works. Here he simply describes nationalist policies which 
almost pushed the world back to barter and which wrecked all attempts at international 
organization, whether League of Nations, United States of Europe, multilateral tariff agree- 
ments, or international cartels. 

The topical summaries which make up this book are valuable for their breadth of view, 
cogency of argument, and wealth of detail, whether the subject be migrations, which 
M. Dechesne considers extremely important as a safety valve; movements of capital; cur- 
rency problems; or raw materials and colonies, the subject of an excellent chapter. Few 
works can rival the clarity and succinctness of the four pages on reparations and war debts. 
The same lucidity and perception illuminate the treatment of the fallacies of the theory of 
comparative costs or the disadvantages of the most-favored-nation clause. M. Dechesne 
sought to furnish information which would be helpful in solving the problems of an interna- 
tional economy. His success is a tribute to his rich experience and to the spirit of good will 
that he brings to those problems, 


University of Washington DonaLp E. EMERSON 
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Federal Aid and Regulation of Agriculture and Private Industrial Enterprise in the United 
States: A Survey. By George W. Rightmire. [Graduate School Studies, Contributions in 
the Social Sciences, No. 17, Law Series, No. 1.] Columbus: Ohio State University Press, 
1943, Pp. x, 126. $2.00. 


Studies of governmental activities have the initial appeal of timeliness as we face postwar 
economic and political readjustment. This study in American legislative history was pre- 
sented as a series of lectures at the College of Law Institute of Ohio State University in 1942. 
Its avowed purpose was “to study the capacity of a constitutional government to sense the 
social and industrial needs of the people and . . . . to respond sensitively, generously, even 
extravagantly to the call of public welfare ....” (p. 18). As published, the lectures fall into 
two parts, Part I dealing with federal aid and regulation of agriculture, and Part II dealing 
with federal regulation in the fields of transportation, business, industry, and social welfare. 
Part I starts with the year 1862, made “crucial” for American agriculture by the passage of 
the Homestead and the Morrill Acts and by the establishment of the Federal Department 
of Agriculture. It ends with a consideration of the constitutional aspects of the agricultural 
legislation of the 1930’s. Part II runs in five progressive stages from the Interstate Commerce 
Act to the New Deal, with an afterword on T.N.E.C. 

This volume, then, states concisely the purposes and content of a very considerable body 
of federal legislation. It presents the reassuring picture of federal controls going on from 
strength to strength, irresistibly mastering each new problem as it appears. Certain acts of 
the late 1930’s the author describes as “good illustrations of the power to regulate in the 
Federal domain,” and he adds, “It never recedes; it is ingenious in the discovery of new 
methods and grounds of regulation, and new fields of subject matter... .” (p. 106). 

Of particular interest, apart from the descriptive material in this study, is the analysis of 
“the new art of statute writing” in matters involving interstate commerce (see particularly 
Pp. 24-29, 38, 100-2.) By the insertion of fact-finding paragraphs in the Icgislation 
itself, Congress establishes jurisdiction for regulatory legislation under the eommerce clause. 
The author traces this legislative device from its earliest use in the Grain Futures Act of 
1922. Speaking of its revised use in later New Deal legislation he states: “The Courts would 
be wise, generally speaking, to accept these findings by the Congress, and they seem inclined 
to do so.” (p. 38). 

Although a commendable narrative of regulatory legislation, this volume suffers some- 
what from lack of critical appraisal. Federal powers may continuously expand, as the author 
insists they do. The real question is whether they expand in time. The uncritical description 
of agriculture as “the basic industry” permits the author to accord prior treatment to 
agricultural regulation and, at the same time, to avoid consideration of the pressures that 
shape such regulation. It must surely be time for students of governmental policy at least 
to discard this North American shibboleth. 


University of Saskatchewan VERNON C. FOoWKE 
The South Carolina Rice Plantation: As Revealed in the Papers of Robert F. W. Allston. 


Edited by J. H. Easterby. Chicago: The University of Chicago Press, 1945. Pp. xxi, 478. 
$5.00. 


Since it is not only the best but the only extensive published collection describing life on a 
Carolina rice plantation, this collection of sources is in the way of becoming a classic of its 
kind. It is distinguished by a remarkably lucid introduction to the literature of the rice 
plantation in general and to the Allston papers in particular. So much of the previous 
writing on rice culture in or near South Carolina has been “without documentary foun- 
dation,” as J. H. Easterby points out, that a planter’s private papers, not written for the 
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public eye, and unquestionably authentic, add immeasurably to our knowledge of the rice 
plantation. It should be added, however, that this collection has much of interest on per- 
sonal and family relationships (Mrs. Allston was a sister of James L. Petigru), the education 
of the children, and associations with neighbors and the church. Since Allston was a member 
of the legislature, a delegate to the Nashville Convention of 1850, eventually governor of 
the state, and a contributor to the movement to occupy Kansas for the South, there are a 
number of references to matters political. Despite an apparent conservation, Allston “had 
felt the quickening effects of the humanitarian spirit” of the age and had interested himself 
in the movement to improve the poor laws of the state and especially the free school system, 
as this volume reveals. 

Equally as important as the family letters are the frequent reports of the overseers with 
rather minute accounts of plantation affairs. Other documents include overseers’ contracts, 
lists of medical supplies, inventories of tools, petitions for exemption from military service 
during the Civil War, and accounts of the escape of slaves to the Yankees. The slave docu- 
ments include lists of slaves, records of supplies distributed, doctors’ bills, slave letters (one 
of which suggested to a member of the Allston family that the writer would like to come 
back to Georgetown and could be bought at a bargain), agreements to purchase or hire 
slaves, and bills of sale. The factors’ correspondence reveals both the close business and 
personal relations of planter and factor. One could not call Allston a typical planter for at 
one time he had over 4,000 acres in plantations besides some 9,000 acres in upland and 
pasture. At the time of his death in 1864 he owned 590 slaves. 

Unfortunately the large collection from which these documents have been selected is not 
complete, due to destruction immediately after the war. Nearly all the papers fall between 
1818 and 1868, and there are certain gaps. Nevertheless it remains a highly valuable collec- 
tion, and it may be hoped that the editor will follow it with a full and rounded study of 
the Carolina rice industry. 


Duke University R. H. Woopy 








Research Notes 


By R. W. ann Murtet E. Hipy 


With this issue the JourNAw begins a section entitled “Research Notes,” by 
R. W. and Muriel E. Hidy, devoted to economic and business history and 
to facilitating the exchange of helpful information between individuals engaged 
in research. Included in Research Notes are to be items on recent acquisitions of 
manuscripts and other material at various libraries. Each issue will carry some 
reports on work in progress and grants-in-aid. Attention will be invited to 
bibliographical aids. Readers are urged to send suitable items to the Hidys at 
Wheaton College, Norton, Massachusetts. THE EpIToRS 


Among the business-history projects being carried on currently by members of Professor 
Gras’s group at the Harvard Graduate School of Business Administration are the following: 
one on the Pepperell Manufacturing Company by Mrs. Evelyn H. Knowlton scheduled for 
publication in 1947; one on the Saco-Lowell Shops, Biddeford, Maine, covering the period 
from 1824, by George S. Gibb, author of The Whitesmiths of Taunton; one on the Whitin 
Machine Works, Whitinsville, Massachusetts, 1831-1946, by Thomas R. Navin; and A Guide 
to Business History by Henrietta M. Larson, projected for publication in 1947. 

A history of the Pabst Brewing Company, due to appear early in 1947 under the imprint of 
New York University Press, will start a business-history series of New York University 
Graduate School of Business Administration. Thomas C. Cochran has prepared the first 
volume and will edit the series. The second volume will be a study of the Medici Bank by 
Raymond de Roover. 

The publication program of the Council of Industrial Studies, Smith College, is as follows: 
Arms Makers of the Connecticut Valley, by Felicia Johnson Deyrup, constituting an analysis 
of the part played by the arms makers in the evolution of machine tools and of mass-pro- 
duction methods in precision manufacturing from 1775 to 1870; and, also scheduled for 
publication in 1947, a study of cutlery making in the Connecticut Valley by Mrs. Martha 
Van Heusen Taber. 

A substantial section of Theodore F. Marburg’s study of the Scoville Manufacturing Com- 
pany has appeared in the quarterly bulletin of the National Button Society. 

Richard C. Overton of Northwestern University, appointed a Newberry Fellow for 1945- 
1946 to work on sorting and editing the letter books of Charles E. Perkins deposited in the 
Newberry Library, is continuing his labors on that task. 

Among grants made by the Social Science Division of the Rockefeller Foundation are the 
following: in 1944 to the University of Pennsylvania for the study of comparative economic 
development, under the direction of Simon Kuznets, to be available from July 1, 1944, to 
June 30, 1947; in January 1946, to the University of Chicago for a history of Sears, Roebuck 
and Company, under the direction of Dr. Boris Emmet, to be available for a three-year period 
beginning February 1, 1946; and, in July 1946, to Thomas C. Cochran for the use of the New 
York Committee on Business Records for a two-year period. 

Stearns Morse of Dartmouth College was granted a Knopf Fellowship in 1944 for a study 
of the Yankee spirit as revealed in the lives of three famous entrepreneurs, Thomas H. 
Perkins, John M. Forbes, and Fred S. Pearson. 

The Committee on Research in Economic History, functioning under the auspices of the 
Social Science Research Council, has recently made the following grants: to C. L. Marquette 
of Northland College, Wisconsin, to aid in his study of the life of Cadwallader C. Washburn, 
founder of the Washburn-Crosby Company; to R. W. Hidy, Wheaton College, Massa- 
chusetts, to enable him to complete his study of the House of Baring and American trade, 
1763-1861; to James O. Wettereau of New York University to aid in bringing his study of 
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the first Bank of the United States to completion; to Donald L. McMurry of Russell Sage 
College to enable him to use the railroad records in the Newberry Library on the Burlington 
strike of 1888. 

The Social Science Research Council committee on a source book of historical statistics of 
the United States is now made up as follows: J. Frederick Dewhurst, chairman, Walter L. 
Mitchell, Ernest Griffiths, E. P. Hutchinson, Morris Copeland, Amos E. Taylor, Stacy May, 
Shepard B. Clough, Harold F. Williamson, and Arthur H. Cole. It will be a companion 
volume to the Statistical Abstract, and will also be issued by the Bureau of the Census. 

The Rockefeller Foundation made a five-year grant in 1944 for a study of the Western 
Range Cattle Industry (Colorado, New Mexico, Wyoming, and Montana) from 1865 to 1895. 
Herbert O. Brayer, director of the study with headquarters at the State Museum in Denver, 
has recently been appointed director of research in Western Americana in Europe for the 
Library of Congress. He is planning to spend approximately a year in Europe collecting 
material in England, Scotland, and the Netherlands on investments in the cattle industry of 
the Rocky Mountain area during the late seventies and early eighties. 

The Western Historical Manuscripts Collection of the University of Missouri was set up in 
1943 for the purpose of collecting manuscript materials of all types dealing with Missouri and 
the Central Mississippi Valley. Grants from the Humanities Division of the Rockefeller 
Foundation and from the University of Missouri made the plan possible. The director, 
W. Francis English, solicits the help of businessmen and of others in preserving and collecting 
old records coming within the scope of this program. 

A large part of the Amoskeag Mill records (eighty-nine boxes plus some loose materials) 
has been acquired by the Baker Library, Harvard Graduate School of Business Administra- 
tion. These papers await the attention of an economic historian. 

The Wyoming Stock Growers Association has presented to the University of Wyoming its 
complete files for the years 1873-1920, including letters, minute books of the executive com- 
mittee and annual meetings, circulars, early newspapers including one volume of the North- 
western Live Stock Journal by Asa Mercer, round-up maverick books, reports of stock 
inspectors, scrapbooks, brand books, and many pictures. 

Several new bibliographical publications have appeared recently. The Russell Sage Founda- 
tion published in 1946 a volume by Shelby M. Harrison and F. E. Andrews entitled American 
Foundations for Social Welfare. It gives a history of the development of foundations and 
includes a directory of 505 of them. The Special Libraries Association has recently published 
two of the projected four volumes entitled Special Library Resources, edited by Rose L. 
Vormelker ; the last two volumes are scheduled for publication in January 1947. Students 
working in seventeenth-century history will be interested to note the publication of A Short- 
Title Catalogue of Books Printed in England, Scotland, Ireland, Wales and British America 
and of English Books Printed in Other Countries, 1641-1700, compiled by Donald Wing of 
Yale University Library. It was published by Columbia University Press in 1945 for the 
Index Society. The book is arranged alphabetically by author or title, and gives the location 
of individual copies in leading American and British libraries, 

The trustees of the Eileen Power Memorial Fund, founded in 1946, announce the Eileen 
Power Studentship in Social and Economic History to be offered biennially in memory of the 
former Professor of Economic History in the University of London. The Studentship of £250 
for a year is tenable with other emoluments. Candidates must be graduates of a university 
and have a plan for study abroad. For the election in June applications must be submitted 
no later than May 1, 1947, to the Chairman of the Trustees, Sir A. M. Carr-Saunders, director 
of the London School of Economics, Houghton Street, Aldwych, W. C. 2. The American 
Committee for the Eileen Power Studentship in Social and Economic History is under the 
chairmanship of John U. Nef of the University of Chicago. 
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